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make the move 
that makes 
a difference.
The accounting field is dy­namic and demanding. Oppor­tunity is great; competition is strong. And often, it is the
meeting, regional and local seminars, scholarships and awards, and valuable travel and magazine discounts allwoman who recognizes an advantage, and then makes the move to attain it, who gains the edge.For the woman CPA, the advantage is AWSCPA— the American Woman’s Society of Certified Public Accountants.AWSCPA is the only association in the country today that exclusively promotes the interests of the woman CPA. Over 5,000 members nationwide, plus affiliated groups in major cities, constitute an unmatched professional resource for the woman on the way up.Corporate controllers, chief financial officers, educators, partners and managers in public accounting firms across the country—these are the AWSCPA member colleagues who join you in a regular exchange of ideas, in building business and leadership skills, and in researching and exploring career issues so critical to the woman CPA. A national journal, monthly newsletter, annual
are part of the AWSCPA member program.Make the move that makes a difference. Take time now to learn more about the AWSCPA advan­tage and receive your complimentary copy of “Profile of the Woman CPA,” the up-to-date sta­tistical survey of women in accounting.
Please send information on the American Woman's Society of 
Certified Public Accountants, along with my complimentary copy of 
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Editor’s Notes
Above All — Balance
I am relaxing in a deck chair aboard 
the Sun Viking, a Norwegian built ship 
of the Royal Caribbean Cruise Line. 
This is my third cruise. I find a cruise 
especially restful for me: a professional 
woman, a college professor, a mother, 
a homemaker and an editor.
For ten whole days I have not been 
subject to telephone calls, the blare of 
television and stereo, the meeting of 
deadlines, and requests to do this and 
to do that. Nor am I feeling besieged 
with deadlines to grade tests, to file 
grades, to publish The Woman CPA, to 
pay bills, and to accomplish those 
myriad other demands placed upon 
my time.
The professional woman, I believe, 
finds it more difficult than the profes­
sional man to achieve singleness of 
purpose. Woman is expected to nur­
ture and care for others: spouse, 
children, parents, students. We are 
pulled in too many directions and thus 
are fragmented and frustrated. It is dif­
ficult, if not impossible, to carry 
through on a single task without 
interruption.
We are enslaved by our gadgets and 
modern conveniences: the blender, 
the dishwasher, the microwave, the 
cuisinart, and so forth. The purpose of 
these appliances is to help us save 
time, be more efficient, and hence be 
more productive. We feel we should be 
superwoman.
This is true not only at home, but 
also in the workplace. There, our 
gadgets are answering machines, 
computers, software programs, 
copiers, etc. All of which is designed 
to improve productivity. Consequent­
ly, we must learn more: how to operate 
these electronic devices, how the new 
software programs work, and to ac­
complish more - more - more. Indeed, 
our entire life style seems to be so 
complex that it makes me wonder: 
“Where am I really going?” and “Why 
be in such a hurry?”
In getting away from it all, this cruise 
has provided an exercise program, 
superb food, rest and relaxation, 
knowledge and entertainment.
I loved the exercise program. Each 
day I walked the promenade deck and 
earned a “shipshape” dollar. Follow­
ing that, I earned another dollar in ex­
ercise class. The other choices were 
dance class and aerobics. In three 
days I exchanged six “shipshape” 
dollars for a yellow T-shirt stating “I’m 
Shipshape — Royal Caribbean.” 
Because it made me feel so good, I 
continued the exercise program 
throughout the voyage.
The food was nourishing with plen­
ty of fruits and vegetables. I avoided 
the midnight buffets except for the gala 
buffet with the magnificent ice carv­
ings. Rumor has it that the average 
weight gain per cruise is ten pounds.
Rest and relaxation consisted of 
listening to the calypso band by the 
pool, playing bingo, lounging in a deck 
chair, watching “The Karate Kid,” and 
doing nothing. I never finished reading 
American Caesar, the life of Douglas 
MacArthur.
Of knowledge, I gained a lot. A 
movie “Behind the Scenes” (of a 
cruise ship) fascinated me so, that I 
saw it twice. I am restraining the urge 
to cite facts about our floating city and 
my tour of the bridge.
My desire for knowledge extended 
to the islands we visited. Thus, I toured 
St. Thomas, Antigua, Barbados, Mar­
tinique and St. Martin. I inquired about 
their industries — tourism and fishing; 
crops — fruits, vegetables, sugar 
cane, pineapple, but no grain; flowers 
and trees — the flamboyant, 
bromeliads, cactuses, ferns; historical 
places — Nelson’s Dockyard; beaches 
and life style.
Although the Sun Viking sailed 
within thirteen degrees of the equator, 
the temperature remained in the 80s 
and we were blessed with the coolness
of the trade winds. What surprised me 
most was that as we approached the 
equator, night arrived earlier each day.
But, enough of the facts. I have 
diverged from the theme of my 
editorial. How differently I feel as a 
result of the exercise and the removal 
of pressure. I feel refreshed and at 
peace. I have reflected upon my life 
style for I am not ready to return to 
work with its ensuing deadlines.
And, I have decided my life does not 
need to be a never-ending workload. 
One in which I am never caught up. I 
shall engage in a regular and commit­
ted exercise program. I shall eliminate 
one by one all the non-essential 
endeavors in my life. It may be less 
professional reading, less organization­
al involvement, fewer commitments. 
I shall strive for less, not more. I shall 
strive for simplicity of purpose, not 
multiplicity of action. Above all, I shall 
strive for balance. With balance, all 
things are better.
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financial Planning.
We take care of the loose ends.
The world of personal financial 
planning grows more complex 
every day, and the range and 
quality of service you offer your 
client must expand to meet those 
increasing needs. Tax consider­
ations, investment strategies, 
current assets and liabilities, 
insurance coverage and future 
plans for retirement and estate 
preservation are all factors you 
must consider. Tying these areas 
together successfully requires a 
thorough knowledge of personal 
financial planning. The College 
for Financial Planning can help 
you to acquire that knowledge.
The College for Financial 
Planning offers a six-part Profes­
sional Education Program that ex­
plores the important areas of per- 
sonal finance. Available through 
 
self-study or formal classes, the 
Program helps you to acquire the 
skills necessary to tie the different 
areas of your client’s finances to­
gether into one, comprehensive 
plan. A financial plan that is 
geared toward your client’s indi­
vidual goals and objectives.
When you complete the Pro­
gram and meet the experience re­
quirements, you earn the profes­
sional designation, Certified Fi­
nancial Planner (CFP)*
You’re offering more to your 
client, so you need to know more. 
Contact the College for Financial 
Planning today to learn more 
about personal finance and how to 
tie the areas together.
*CFP®, Certified Financial Planner™ and 
College for Financial Planning® are service 
marks of the College for Financial Planning.
Please send me more infor­
mation on the College for
















and low prices (“we will not be under­
sold’’). A typical value in accounting 
firms is that all accountants hired 
should strive to be partners at some 
time in the future. This is another way 
of saying that there is an established 
pattern of promotion from within, and 
those hired should be ambitious 
enough to aim for the partner level.
A strong value structure is usually an 
asset to the firm, providing goals and 
a means of coordination of efforts. 
However, a strong value structure can 
be detrimental if it does not allow for 
change when business conditions war­
rant. One of AT&T’s long standing 
values has been universal service— 
no farm was too remote to connect to 
the Bell System. Such values are less 
appropriate in a deregulated environ­
ment and one wonders how Ma Bell (or 
what is left of her) will adapt [Tunstall, 
1983].
By Carole Cheatham and Michael C. Giallourakis
Corporate culture is having an im­
portant, but largely unrecognized im­
pact on accounting firms. Just as 
ethnic groups and geographic regions 
have their own unique cultures, so do 
workplace environments. Failure to 
understand corporate culture can be 
disastrous to the career of an in­
dividual. To the firm as a whole, ignor­
ing the significance of corporate 
culture can mean barriers to com­
munication, lack of coordination, and 
an inability to change with changing 
conditions.
Corporate culture or, more broadly, 
organizational culture has been de­
fined as an “interrelated set of beliefs, 
shared by most of the (organization’s) 
members, about how people should 
behave at work and what tasks and 
goals are important’’ [Baker, 1980]. 
Organizational culture includes the 
rites and rituals associated with work, 
the myths, the heroes, and the value 
structure. Organizational cultures can 
be staid and conservative; they can be 
loose and risk-taking. Organizational 
cultures can be well-defined or they 
can be diffused and difficult to 
recognize. In short, organizational 
culture is a paradigm or explanation for 
what goes on in a firm. Understanding 
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the model helps a great deal in 
understanding behavior.
Accounting firms are people firms. 
They do not sell a product, but rather 
sell a group of services performed by 
people. Prospective firm members are 
carefully selected; the brightest and 
most promising are encouraged to re­
main in the firm, and their careers are 
fostered through training and selective 
assignments. With all the emphasis on 
people, there is a strong impetus 
toward a vigorous and thriving cor­
porate culture in accounting firms. 
Understanding and using that culture 
can be beneficial for an individual or 
for the firm as a whole as managers 
and partners choose to use it.
Values and Beliefs
At the very heart of corporate culture 
is its values and beliefs. Values and 
beliefs are the basis for the actions that 
take place in the organization setting. 
Some value systems are well- 
enunciated; some are less evident but 
still have an impact on day-to-day 
behavior. Values include dedication to 
quality (keeping the Maytag repairman 
lonesome), research (“progress is our 
most important product’’), growth 
(“over one billion hamburgers sold’’),
Rites and Rituals
An important part of corporate 
culture is its rites and rituals. These are 
the visible manifestations of the 
culture, reaffirming its existence and 
strength. Rites and rituals can be for­
mal, planned events such as the com­
pany picnic, the sales meeting, or the 
education program. They can also be 
informal such as gathering around the 
coffee pot, going to lunch at a par­
ticular spot, or having an after-work 
drink with co-workers. Rites and rituals 
strengthen the ties that bind the group 
into a cohesive whole. Admission to 
the rites and rituals usually signals ac­
ceptance into the group of a new 
employee.
The influx of women in accounting 
firms in the last fifteen years or so has 
caused an impact on their rites and 
rituals. At first, men felt awkward (or 
resistant) to admitting women to what 
previously were all-male rituals, and 
women felt awkward in accepting ad­
mittance. There were no established 
codes of behavior, leaving everyone to 
wonder what was appropriate. In a re­
cent Journal of Accountancy article, 
Shirley Dahl and Karen Hooks cite the 
lack of guidelines in such simple areas 
as, “who carries the audit bag and 
when, or if, to join a group of peers for 
lunch or a drink” [Dahl and Hooks, 
1984]. Fifteen years ago there were not 
even any norms for how women 
should dress. In a profession 
dominated by charcoal-gray suits, a 
flowered dress stuck out like a sore
thumb. It was not until John Molloy 
established the skirted suit with blouse 
as the standard that women had any 
kind of working uniform [Molloy, 1977]. 
Although it may cause some old timers 
to cringe, it is not unusual today to see 
ads for what the pregnant CPA is 
wearing.1 The rites and rituals of ac­
counting firms have adjusted (although 
not completely) to the influx of women.
Heroes and Myths
In the propagation of corporate 
culture, it is desirable that heroes arise 
and that myths or legends be told 
about their deeds. Just as the knights 
of old went forth to slay their dragons, 
so the heroes of the corporate culture 
perform the deeds that capture the im­
agination of their fellow workers.
Terrence Deal and Allan Kennedy 
begin their book, Corporate Culture, 
with a story about S.C. Allyn, a retired 
chairman of the board of National 
Cash Register Corporation. In August 
1945 Allyn was one of the first allied 
civilians to enter Germany. He went to 
Germany to find out what had hap­
pened to an NCR factory there. When 
he arrived at the factory, he found two 
NCR employees cleaning out the rub­
ble from what was left of the factory. 
Upon seeing Allyn for the first time in 
six years, the two employees ex­
claimed, “We knew you’d come.” 
Allyn joined the two employees in try­
ing to get the factory back in shape. A 
few days later a tank drove up and a 
Gl got out. The grinning Gl said “Hi. 
I’m NCR, Omaha. Did you guys make 
your quota this month?” [1982, pp. 
3-4]. The story illustrates the hard driv­
ing, sales-oriented culture of NCR as 
well as the company’s concern for its 
people and vice versa.
The most enduring heroes and 
legends illustrate the basic values of 
the firm. Although the story of a wild 
weekend may bear retelling a few
Successful companies tend 
to have strong corporate 
cultures which furnish a 
value structure and a code 
behavior for their people. 
days, the stories that tend to endure 
in accounting firms pertain to rapid ad­
vancement (everybody tries to make 
partner), performing huge amounts of 
work in a short time or under harsh 
conditions (hard work ethic), or similar 
incidents that illustrate the firms’ 
values.
The Business Environment
Deal and Kennedy have classified 
business environments into four basic 
categories according to the degree of 
risk and the speed of feedback on 
whether strategies are successful. The 
high risk, quick feedback type of 
culture is referred to as the tough-guy, 
macho culture. Low risk, quick feed­
back cultures are characterized as 
work hard/play hard cultures. High 
risk, slow feedback environments 
breed bet-your-company cultures, and 
low risk, slow feedback result in a pro­
cess culture.
Although Deal and Kennedy would 
probably place accounting firms in the 
slower process culture, the work 
hard/play hard mode seems to fit most 
accounting firms better. Generally 
speaking, the financial stakes 
associated with any one decision are 
low and there is relatively quick feed­
back concerning the success or failure 
of a job. Working hard even into over­
time hours is the norm, and playing 
hard is also considered a virtue. The 
publications for the staffs of accoun­
ting firms tend to glorify and 
perpetuate the work hard/play hard 
ethic. For example, a recent issue of 
Ernst and Whinney’s E & W People 
features articles on audit work for the 
Indianapolis 500 and the Olympics 
(work hard). The publication also 
features articles on an audit supervisor 
who is also a marathon swimmer, a 
senior accountant who is a weekend 
road racer, and several E & W teams 
and individuals who compete as run­
ners (play hard) [Winter, 1984-1985].
The four types of culture are, of 
course, only models; and no one firm 
or office fits any type exactly. Many ac­
counting firms have elements of the 
tough-guy, macho culture, the process 
culture, and even the bet-your- 
company culture at times. Progress in 
the firm requires a sensitivity to the 
kind of culture present. Transferring 
from a work hard/play hard office to a 
tough-guy, macho office may call for 
a more aggressive posture. Transfer­
Understanding the culture 
of the organization you 
work for can contribute a 
great deal toward your job 
satisfaction and advance­
ment.
ring to a process type office or assign­
ment may require a more passive 
approach.
Using Corporate Culture
Skillful use of the corporate culture 
can make the difference between get­
ting a promotion or not, or even the dif­
ference between staying with the firm 
or not. Adapting to the culture can 
mean a lot toward a happy work situa­
tion. Someone who is aware of the fact 
that a corporate culture exists is pro­
bably ahead of those who do not 
recognize it is an important element to 
deal with. However, to skillfully use a 
corporate culture requires identifica­
tion of its characteristics.
The first step is to decide where your 
firms fits in the tough guy, macho to 
process culture range. Although most 
accounting firms are work hard/play 
hard cultures, there are variations. The 
proper amount of assertiveness needs 
to be matched to the culture. The sec­
ond step in evaluating your culture is 
to determine its values such as 
“everyone should try to make part­
ner.” Are there other values, such as 
“always try to keep the client happy,” 
or “do quality work even if it takes 
longer?” The values furnish the basis 
for all behavior. Violating the values 
will get you into trouble fast. Thirdly, 
the employee should observe the rites 
and rituals. Codes of behavior such as 
who addresses who by their first name, 
what is proper dress, who drinks cof­
fee together, where do people go to 
lunch and with whom, etc., are all 
essential elements in the corporate 
culture. Beyond determining the types, 
values, and rites and rituals of the 
culture, heroes and story tellers should 
be identified. Heroes may be the real 
decision makers in a firm, and 
storytellers may be more important to 
the communication process than 
memos or phone calls.
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Managing Cultural Change
Strong cultural values may give a 
firm a sense of purpose or direction 
and may keep the efforts of its people 
coordinated in striving toward common 
goals. However, strong cultural values 
may be detrimental when there is need 
for change and organizational culture 
is a hindrance to alteration. Change 
often becomes necessary when 
business conditions vary or when the 
larger culture of society alters. Ex­
amples of changing business condi­
tions would include deregulation of the 
airline industry or the breaking up of 
AT&T. Society changes would include 
new views on minority groups, women, 
and family life. When a firm does not 
change with the external culture, it 
becomes out of sync and loses touch 
with its environment. In a process 
culture, this condition may last in­
definitely, particularly in not-for-profit 
organizations. In a high risk macho or 
bet-your-company culture, the inabili­
ty to adapt may prove fatal to the firm 
in a short period of time.
Managing corporate change is a 
tricky business indeed and should not 
be attempted for capricious reasons. 
In fact, it is doubtful if change can be 
effected at all except where there ap­
pears to be a good reason for change. 
Most people will not allow their cultural 
environment to be recast for trivial
Carole Cheatham, CPA, Ph.D., is 
professor of accounting at Mississippi 
State University. She is a member of 
the AICPA, the AWSCPA, NAA and 
AAA. She has served on the AICPA’s 
Cost Accounting Standards Board 
Liaison Committee and is the author of 
a textbook and articles in various pro­
fessional journals.
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reasons. Beyond this, it is well to iden­
tify which elements of the culture 
should change and which should re­
main. No culture is all bad. Those who 
have operated in process cultures get 
used to the phrase “but we’ve always 
done it that way.” Although it is 
frustrating to deal with such a mind­
set, it is well to remember that 
sometimes there are reasons why 
something is done a particular way. 
Often times it is better to explore the 
reasons rather than rush headlong in­
to change.
Once desirable corporate ad­
justments are agreed upon, the pro­
cess needs to be top-down. A top level 
commitment to cultural change is 
necessary, followed by a similar com­
mitment by middle management. In­
deed, managing change may mean 
changing management—bringing in a 
new top level team, recruiting 
managers of a different type, etc. Then 
the change must be made by revising 
the values and the rites and rituals. 
Communicating these changes and 
the reasons for them is crucial to the 
process. People must be convinced 
that change is necessary and must be 
made aware of what is expected. Final­
ly, cultural change takes time. Some 
organizational cultures have been 
building for years. It is unreasonable 
to expect them to change overnight.
Implications for Accounting 
Firms
Partners and managers in accoun­
ting firms need to be aware of the 
significance of organizational culture 
and to realize that cultural change may 
be necessary when external conditions 
alter. The adjustment problems 
necessitated by the addition of women 
to previously all-male firms have 
already been discussed. Further 
changes to fully accept women and 
minorities at the partnership level will 
continue to be necessary.
Other challenges to accounting 
firms include the need to adopt a more 
aggressive posture as advertising and 
promotion of accounting services 
becomes more common in the 
business environment. For some small 
firms bidding for the business of large 
clients, this may even approach the 
high-risk bet-your-company culture.
The popularity of new workplace 
techniques in the business world may 
also have an impact on the culture of 
accounting firms. Techniques like flex­
time and job sharing mean that the 
particular group working together at 
any one time is more variable. The 
trend towards working at home may 
mean a less defined culture. Interac­
tion with computers may mean less in­
teraction between people.
As a long term trend, Deal and Ken­
nedy see an “atomized” organization 
structure with work units of ten to twen­
ty persons working in a decentralized 
location for most types of businesses. 
It is not too difficult to see accounting 
firms in such a structure. Indeed, it is 
the way audit and management ser­
vice engagements are already con­
ducted. Another characteristic that 
they see for the atomized organization 
is that these work groups may bid on 
engagements proposed by the home 
office. Deal and Kennedy also see 
franchising as a trend accompanying 
the atomized organization. One can 
visualize that the accounting firms of 
the future could expand by this method 
rather than buying out or merging with 
other firms. Although it is difficult to 
see the Arthur Andersen doors becom­
ing as common as McDonald’s arches, 
franchising may be the wave of the 
future.
Corporate culture will need to be the 
cohesive force behind the atomized 
organization of the future to keep their 
decentralized components working 
together towards common goals.
Michael C. Giallourakis is associate 
professor of management at Mississip­
pi State University. Dr. Giallourakis 
received his Ph.D. from Indiana Univer­
sity. His articles have appeared in 
various journals.
Although the structure may be loose, 
the culture can be close knit just as it 
is today in companies such as Mary 
Kay Cosmetics or McDonalds. 
Whatever the future holds, the trends 
are exciting and organizational culture 
is sure to play a role.
Summary
Organizational culture is the set of 
shared beliefs of people in a work en­
vironment concerning how they should 
behave and what goals and tasks are 
important. The heart of a corporate 
culture is its values and beliefs. These 
values and beliefs determine the rites 
and rituals of every day behavior as 
well as the heroes and myths.
Corporate cultures run the gamut 
from the staid, slow-changing process 
culture to the tough-guy, macho 
culture. Using the corporate culture 
necessitates identifying the type of 
culture and its elements. Managing 
cultural change can be a difficult pro­
cess which requires planning and 
patience.
Changes in society and the business 
environment have forced accounting 
firms to adapt their cultures to the in­
flux of women and minorities and to 
take steps to adjust to a more per­
missive attitude toward advertising and 
promotion activities. Further changes 
may be necessary as organizations in 
general become more fragmented and 
decentralized. Ω
Standing apart in 





1For example see Mothers Work adver­
tisements in The Woman CPA.
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The President’s 
Flat Tax Plan 
and the 
Marriage Penalty
By Cherie J. O’Neil and Barbara A. Ostrowski
A recent U.S. Census Bureau report 
indicates that over 50 percent of all 
married women work outside the 
home. For families with only husbands 
working, the median income is 
$22,800. When both spouses are 
employed, the median income rises to 
$30,112. Using 1984 tax rates, current 
tax law, and assuming that the couple 
has two children, a two-worker married 
couple earning $30,112 owes $2,756 
(before credits).1 If the two-worker cou­
ple were not married, the amount of 
their combined tax would vary depend­
ing on the amount each person earned. 
With each person earning exactly half 
of the $30,112, the combined tax is 
$2,390.2 The additional $366 paid by 
the married couple is termed the mar­
riage penalty.
Several tax simplification plans are 
being considered by Congress. The 
three major ones (Bradley/Gephardt’s, 
Kemp/Kasten’s, and the President’s) 
can be classified as modified flat tax 
proposals because they would allow 
for some deductions. Furthermore, ex­
cept for the Kemp/Kasten proposal, 
they apply multiple rates. All of the pro­
posals eliminate the two-earner deduc­
tion (the partial remedy for the 
marriage penalty under current law). 
One reason given for the elimination 
of this deduction is that the overall 
simplification with its flatter tax rate 
schedules and lower marginal rates 
would represent “a more direct and 
consistent attempt to minimize the im­
pact of marriage on tax liabilities than 
the current two-earner deduction.”3 
The authors of these proposals 
acknowledge that some marriage 
penalty may remain, but they assert 
that the amount of marriage penalty is 
small. This study analyzes the plan 
called the President’s Tax Proposals 
to the Congress for Fairness, Growth 
and Simplicity to assess whether the 
marriage penalty would remain with its 
adoption. The study also determines 
the effect the adoption of the Presi­
dent’s plan would have on various in­
come levels.
Characteristics of the 
President’s Tax Proposals
On May 29, 1985, President Ronald 
Reagan submitted to Congress pro­
posals to overhaul our tax code. The 
President’s plan is a modified flat tax 
system with three marginal tax rates of 
15 percent, 25 percent, and 35 percent 
(presently, there are fourteen rates.) 
Under the President’s plan, the defini­
tion of gross income would be ex­
panded to include a limited amount of 
employer-paid premiums for life and 
medical insurance, and to include all 
unemployment compensation. Capital 
gains would be taxed at a top rate of 
17.5 percent. Adjusted gross income 
(AGI) would be defined as gross in­
come less all the presently allowable 
adjustments to income except for the 
two-earner deduction which would be 
repealed. Under the present system 
(Internal Revenue Code Section 221), 
a married couple filing jointly is permit­
ted a two-earner deduction of 10 per­
cent of the smaller earned income (up 
to $30,000). Added as an AGI adjust­
ment would be a child care deduction 
which replaces the current child care 
credit. The amount of the deduction 
would be limited to $2,400 for a single 
dependent, $4,800 for two or more 
dependents.
Under the President’s proposals, 
taxable income would equal AGI less 
a deduction for personal exemptions 
and either itemized deductions or the 
zero bracket amount. The deduction 
for personal exemptions in the Presi­
dent’s proposal would be $2,000 for 
each taxpayer, spouse, and depen­
dent. The current zero bracket amount 
would be increased to $2,900 for a 
single individual, $3,600 for a head of 
household and $4,000 for a married 
couple filing jointly. Both the exemp­
tion amount and the zero bracket 
amount would be indexed for inflation. 
Presently allowed itemized deductions 
for sales tax, real estate tax, state in­
come tax and personal property taxes 
would be eliminated along with all tax 
credits except the foreign tax credit.
Effect of the President’s Plan 
on the Two-Earner Family
The President’s plan would seem to 
benefit families with either high or low 
incomes. The high income families 
would benefit because the top 
marginal tax rate would be 35 percent 
instead of the present 50 percent. Low 
income families would benefit because 
of the higher zero bracket amount and 
higher allowances for personal exemp­
tions. Even though these amounts 
raise the taxable income threshold, 
does a marriage penalty remain? If so, 
on which group of taxpayers does it 
have the most impact?
A simple example shows that a mar­
riage penalty does remain. For pur­
poses of this and subsequent 
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analyses, wages will be assumed to be 
the only source of gross income. 
Single taxpayers would not be in the 
top marginal tax rate bracket under the 
President’s proposal until their taxable 
incomes exceed $42,000. Married per­
sons reach the top bracket when their 
taxable incomes are in excess of 
$70,000. Thus, if A who has a taxable 
income of $42,000 marries B who has 
the same taxable income, they would 
pay an additional tax of $1,580 which 
they would not pay had they remain­
ed single.4
Having established that a marriage 
penalty remains under the President’s 
plan, we now determine the effect of 
that penalty on various levels of 
income. The impact of the plan on two- 
earner families is examined for three 
income levels: $30,000, $50,000 and 
$100,000. The total tax liability is com­
puted for each income level for the tax 
year 1987 (the first full year the Presi­
dent’s plan would take effect) under 
both current tax law and under the 
President’s proposed flat tax system. 
Indexing of tax brackets, exemptions, 
and zero-bracket amounts applies to 
both systems.
The derivation of the net tax due for 
two wage earners with two children 
and combined wage income of 
$50,000 for 1987 is illustrated in Table 
1. The methodology illustrated in this 
table is used in the derivation of net tax 
for all income groups discussed in this 
paper. In computing the 1987 liability 
under the current law, the married cou­
ple files jointly (MFJ). The President’s 
proposed flat tax system is used to 
compute a flat tax liability for a married 
couple filing jointly (MFJ) and a flat tax 
liability for two individuals living 
together but not married (HH & single). 
In the latter case, one individual files 
as head of household and itemizes 
while the other individual files as single 
and does not itemize. While the Presi­
dent’s proposal reduces the married 
couple’s tax liability by $54, an 1 per­
cent tax decrease, it benefits the non­
married couple even more. The latter 
couple saves an additional $1,007, or 
approximately 20 percent of the tax 
liability they would pay if married. This 
is approximately the same percentage 
marriage penalty that exists under the 
present tax system.5
Through a simulation program, each 
individual’s contribution (initially set at 
50 percent) to the combined wages 
was adjusted so that all possible com­
binations could be viewed. The 
simulated tax liabilities for each of the 
three tax computation methods for 
each possible combination of $50,000 
combined gross income is illustrated 
in Figure 1. The tax liability when each 
individual earns $25,000, 50 percent of 
the gross income, is found at the far 
left of the graph. The tax liability when 
one individual earns $50,000, 100 per­
cent of the gross income, is found at 
the far right. Line 1, Married (Current 
tax), is the couple’s tax liability under 
the present tax system. As the percent 
of income earned by one individual 
declines, the tax liability increases. 
This is due to the income limitations on 
the IRA deduction and the qualifying 
expenditures for the child care credit 
and to reductions in the two-earner 
deduction. The Married (flat tax) liabili­
ty, line 2, is always less than the cur­
rent Married (Current tax) liability. Line 
3 depicts the flat tax liability of an un­
married couple.
Under the President’s plan, when 
one person earns more than $6,500 
which represents 13 percent of total 
TABLE 1
Derivation of Net Tax for the 1987 tax year under the Current 







H H & Single 
Flat tax 
system
Wages1 $50,000 $50,000 $50,000
Deductions for AGI (6,300)2 (5,900)3 (5,900)3
Medical Insurance4 0 300 420
AGI 43,700 44,400 44,520
Allowable deduction net of
zero bracket amount5 (5,090) (1,109) (1,780)
Exemptions (4,480) (8,320) (8,320)
Taxable income 34,130 34,971 34,420
Tax before credits 5,536 5,102 4,149
Child care credit (380)6 (0) (0)
Net tax 5,156 5,102 4,149
1lt is assumed that each person earns $25,000.
2 The $6,300 includes the IRA deduction ($4,000) plus the two-earner deduc­
tion ($2,300).
3 The $5,900 includes the IRA deduction ($4,000) plus the child care deduc­
tion ($1,900).
4 Under the President’s proposals, the first $300 of employer paid family medi­
cal insurance premiums is included in income. For individual medical coverage, 
the first $120 of employer paid premiums is included in income.
5 The underlying data used for the itemized deduction amounts are based on 
1981 information provided by the IRS in their Statistics of Income—Individual 
Tax Returns, adjusted for inflation.
6 The child care credit is 20% of 1,900.
Gross Income (point A, Figure 1), the 
marriage penalty is present. Area ABC 
is the region in which a couple would 
pay less taxes by not being married. 
Hence, this is the region of the mar­
riage penalty. Thus, the President’s 
plan appears to favor the family unit in 
which the primary wage earner earns 
more than 87 percent of the com­
bined $50,000 income.
A similar simulation for two in­
dividuals with a combined income of 
$100,000 is illustrated in Figure 2. A 
married couple, each earning $50,000 
would pay $3,137 less tax than they 
would under the current tax system. 
This is a tax savings of about 15 per­
cent, almost fifteen times the tax cut 
experienced by the married couple 
earning $50,000. By filing as unmar­
ried individuals, they could save an ad­
ditional $2,395, an extra 12 percent 
savings. Under the President’s pro­
posed tax system, the marriage penal­
ty exists when one person earns 
between 13.5 percent and 50 percent 
of the combined income (Area ABC, 
Figure 2).
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FIGURE 3
$30,000 COMBINED INCOME
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A married couple, each earning 
$15,000 income, pay more tax under 
the President’s plan than they pay 
presently (Figure 3). Their tax liability 
would be $200 more than under cur­
rent law, a 12 percent increase. By 
switching to unmarried status, the tax­
payer couple would receive a $196 tax 
reduction, a 12 percent decrease, with 
the adoption of the President’s pro­
posal. If the President’s proposed flat 
tax system is adopted, couples in this 
middle income range, in which one in­
dividual earns more than 15.5 percent 
of the combined income (Area ABC, 
Figure 3) seem to be penalized the 
most for remaining married. For the 
couple with a combined income of 
$30,000, the President’s proposed tax 
system is preferable only when one in­
dividual earns less than $4,500 of the 
combined income.
Conclusion
As demonstrated by the preceding 
analyses, the marriage penalty would 
remain with the adoption of the Presi­
dent’s plan. The burden of that penal­
ty seems to be most severe on married
Barbara A. Ostrowski, CPA, is assis­
tant professor of accounting at Virginia 
Tech University. She holds a Ph.D. from 
the University of Illinois. She is a 
member of the AAA, the American Tax­
ation Association and the AICPA.
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SFAS No. 72: 
Has It Addressed 
the Real Issues?
Recent Problems of the Banking 
and Thrift Industry
By Joan D. Bruno and Thomas C. Waller
Statement of Financial Accounting 
Standards No. 72, Accounting for Cer­
tain Acquisitions of Banking or Thrift 
Institutions, was issued in response to 
accounting used by the thrift industry 
during a period of distress. To fully 
appreciate the ramifications of State­
ment No. 72 it is necessary to exam­
ine the issues underlying the 
controversial rules contained in this 
pronouncement.
Background of the Problem
The profitability of financial inter­
mediaries, especially savings and loan 
associations (S&Ls) was adversely 
affected in 1981 and 1982 by 
prolonged periods of high interest 
rates. The industry reaction, with the 
assistance of the Federal Home Loan 
Bank Board (FHLBB), to widespread 
losses and resultant negative net worth 
of many institutions was an un­
precedented number of mergers using 
purchase accounting. In addition, 
numerous other accounting tech­
niques were proposed as regulatory 
answers to the potential problem of 
statutory net worth requirements. The 
purpose of these techniques was to 
defer losses and, in some cases, to 
eliminate their reporting by utilizing 
direct charges to retained earnings.
Finally, in 1983, the S&L industry 
began a resurgence and a rapid 
proliferation of new institutions. This 
revival was caused in part by the pas­
sage of the Garn-St. Germain Bill, 
which deregulated the asset side of 
their balance sheet, from the expan­
sion of S&Ls into new fields, such as 
real estate joint ventures, and a 
change in the economic environment.
However, the billions of dollars of 
goodwill that was recorded in 1981 and 
1982 (using purchase accounting) 
remains on the books to be charged to 
future income.
Thrift Industry Accounting Gains 
Attention. The difficult operating 
environment faced by all S&Ls 
resulted in many mergers occurring 
either under supervisory direction or 
with supervisory encouragement. 
Three hundred savings and loans dis­
appeared in mergers during 1981, and 
444 in 1982.
This unfavorable operating environ­
ment, deregulation of the liability side 
of the balance sheet for the S&L in­
dustry, and the number of mergers tak­
ing place, along with press reports 
touting the use of “creative” account­
ing caused public attention to be focus­
ed on the S&L industry. The quality of
■ the operating results reported by com­
panies using the purchase method of 
accounting was scrutinized by the 
financial community. In some cases, 
companies using the post-acquisition 
results which were more favorable 
than the preacquisition results of either 
of the combined companies. This was 
possible because accounting 
methodology permitted a fairly rapid 
recognition of income from the ac­
quired loan portfolio and a relatively 
slow amortization of the “goodwill” 
recognized in the transaction.
The FASB was asked to address the 
accounting for certain acquisitions of 
banking or thrift institutions on the 
grounds that APB Opinions No. 16, 
Business Combinations, and No. 17, 
Intangible Assets (1) did not ade­
quately address the conditions present 
in mergers of these institutions and (2) 
the use of the purchase method of 
accounting with long amortization 
periods for purchased goodwill 
produced post operating results that 
were unreliable.
Thrift Merger Accounting Prior to 
SFAS No. 72. Prior to the issuance of 
SFAS No. 72, mergers of S&Ls using 
the purchase method of accounting 
were governed by the same rules as 
any other industry, namely APB Opin­
ions 16 and 17, and FASB Interpreta­
tion 9. Opinion 16 and Interpretation 9 
prescribes how an acquiring enterprise 
should allocate the cost of an acquired 
enterprise to the assets and liabilities 
assumed in applying the purchase 
method. Opinion 17 requires that any 
intangible asset be amortized by sys­
tematic charges to income over the 
period to be benefited, not to exceed 
40 years. This opinion also enumer­
ates the factors to be considered in 
estimating the useful lives of intangi­
ble assets, and requires that the 
straight-line method of amortization be
The Garn-St. Germain Bill 
deregulated the asset side 
of the balance sheet of S & 
Ls. In 1983, new institutions 
proliferated and expanded 
into new fields. 
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used unless some other method can 
be justified.
The following simplified example 
illustrates the results of applying APB 
Opinions Nos. 16 and 17 to the merger 
of financial institutions.
A troubled S&L with almost zero net 
worth is merged with a stronger insti­
tution. The assets of the S&L represent 
$40 million contract value in mort­
gages averaging 10 percent with a 12 
year maturity. The market value of the 
mortgage is calculated to be $30 mil­
lion; liabilities have a $40 million mar­
ket value, about equal to book value. 
Under purchase accounting rules the 
assets acquired are recorded at mar­
ket value, and the mark-down is 
recorded as goodwill in an entry simi­






The acquiring company will amortize 
the goodwill over a period of 40 years 
as permitted under Opinion No. 17, 
thus charging $250,000 to annual 
income. On the other hand, the assets 
will mature in twelve years. To illus­
trate, using straight-line amortization, 
the credit to income will be 
($10,000,000/12) $833,333. The result­
ing increase in income (using pur­
chase accounting) from the merger 
would, therefore, be $583,333 
($833,333—$250,000). The additional 
income would be even more in early 
years if the mortgage discounts were 
amortized on a sum-of-the-years digits 
basis, as was permitted by the FHLBB 
until 1981.
Requirements of SFAS No. 72. In 
February 1983, SFAS No. 72, Account­
ing for Certain Acquisitions of Banking 
or Thrift Institutions, was issued. The 
basic requirement of this statement is 
that in a combination accounted for by 
the purchase method involving the 
acquisition of a banking or thrift insti­
tution, unidentifiable intangible assets 
will be amortized to expense over a 
period no greater than the estimated 
remaining life of the long-term interest 
bearing assets acquired. Furthermore, 
the pronouncement specifies that 
amortization is to be at a constant rate 
when applied to the carrying amount 
of those interest bearing assets.
Reaction to SFAS No. 72. Letters 
of comment on the exposure draft of 
SFAS No. 72 were received by the 
FASB from banking, industry, public 
accounting (both large and small 
firms), and government.
An analysis of these letters revealed 
that while individual responses varied 
within groups and between groups (as 
would be expected) there were no 
common response patterns which dis­
tinguished one category of respondent 
from another. There was, however, a 
common response pattern in that a 
majority of the respondents indicated 
that one particular type of industry had 
been arbitrarily singled out by the 
Financial Accounting Standards 
Board. Concern was expressed that 
the real issues causing the apparent 
problems present in merger account­
ing for thrift institutions had not been 
addressed, especially since there was 
considerable abuse in accounting for 
goodwill outside the thrift industry 
(Forbes, December 6, 1982, p. 168).
Accounting Issues in Thrift 
Mergers
The real issues, as expressed in the 
letters of comment to the exposure 
draft, were:
1. the use of historical cost by the 
thrift industry;
2. the problems associated with the 
identification, valuation and 
amortization of goodwill; and
3. the purchase vs. pooling criteria.
Use of Historical Cost. Many ques­
tion the accuracy of the historical cost 
basis of S&L accounting, and one 
respondent to the ED felt that financial 
statement users would have been bet­
ter alerted to the economic and regula­
tory changes that were occurring in the 
market place had a mark-to-market 
basis of accounting been in effect.
As a form of current value account­
ing, mark-to-market proposals of the 
Federal Home Loan Bank Board and 
the U. S. League of Savings Associa­
tions gained momentum (Savings and 
Loan News, October, 1982). While the 
proposals of both these organizations 
espoused current value accounting, 
they differed in form and substance 
and can best be explained in the fol­
lowing example of restructuring an ail­
ing S&L:
Assets at book value: 
$80,000,000 mortgage-backed secu­
rities with an average 10% rate, 12 year life 
and monthly cash flow of $700,000.
Assets at market:
$58,500,000 at a yield of 15%.
(1) Under the U. S. League proposal, 
restructuring income would be created by 
simply amortizing the resulting discount of 
$21,500,000 ($80,000,000—$58,500,000) 
to income over a 10 year period. The 
annual impact on income would therefore 
be a favorable $2,100,000.
(2) Under a FHLBB proposal, taking a 
middle ground, the income created would 
also take into account the revaluation of lia­
bilities and create income as follows:
Income based on yield 
($58,500,000 x 15%) $8,775,000 
Income based on contracts 
($80,000,000 x 10%) 8,000,000
Income created $ 775,000
Expense based on 
liabilities of $92,000,000 
at book value and 
average cost of 10% $9,200,000
Expense based on 
current market value 
of liabilities; 2-year 
Treasury rate 
$91,000,000 x 10.5% 9,555,000 
Expense created $ 355,000 
Net Income Created
($775,000—355,000) $ 420,000
Other proposals abound and add to 
the confusion and complexity of the 
issues. Proposals have even been 
made to markup the fixed assets of 
S&Ls and the Interoffice Task Force 
on Market Value Accounting (Federal 
Home Loan Bank Board, August 27, 
1982) has recommended the following:
1. Quarterly adjustment of assets to 
market.
2. Twelve year repayment assump­
tion for long-term loans and 
seven year fixed life assumption 
for deposits without maturities.
3. Amortization of “asset accounts” 
created by the devaluation to be 
based on net income and net 
worth. For example, from 1983 
through 1988 amortization would 
be the smaller of 80 percent of 
net income or net worth in excess 
of 5 percent of liabilities.
The application of a mark-to-market 
basis of accounting for monetary 
assets is generally accepted for invest­
ment companies, mutual funds, and 
the brokerage industry. The preparers 
and users of financial statements, in 
these instances, recognize the neces­
sity of a valuation basis other than 
historical cost. Some respondents to 
the ED felt that this is now the case in 
the thrift industry.
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The real issue, therefore, is the 
appropriate accounting for the acqui­
sition of a bank or thrift which due to 
the structure of its asset and liability 
portfolio coupled with short-term 
interest rate fluctuations, has suffered 
economic consequences which have 
not been reflected in its transaction­
based, historical cost preacquisition 
financial statements.
While the use of historical cost by 
the thrift industry was a concern of 
some, a majority of the respondents to 
the ED questioned the FASB’s under­
standing of the true nature of goodwill 
in the mergers of thrift institutions, and 
the underlying motivation for such 
mergers.
Nature of Goodwill. The most con­
troversial requirement of SFAS No. 72 
appears to be the one which mandates 
that when purchase accounting is 
used, the unidentifiable intangible 
asset (goodwill) resulting from the 
excess of the fair value of liabilities 
assumed over the fair value of tangi­
ble and identified intangible assets 
acquired shall be amortized to ex­
pense over a period no greater than 
the estimated remaining life of the 
long-term interest-bearing assets ac­
quired (SFAS No. 72, para. 5).
Most letters of comment to the 
Exposure Draft (ED) took issue with 
this requirement on the grounds that 
thrift institutions enter into mergers for 
a variety of reasons, such as entry into 
new markets, acquisition of technology 
or management skills, and expansion 
of customer base. Furthermore, some 
felt goodwill was associated with future 
earning capacity and other anticipated 
benefits not related to existing interest­
bearing assets. Interestingly, no 
respondents to the ED took issue with, 
or seemed to address, the matching 
principle or distortion of income which 
results from not applying SFAS No. 72.
Actual Composition of Goodwill. 
These feelings were substantiated in 
a survey which was sent to 217 sav­
ings and loan associations that 
acquired other associations in mergers 
during a nine month period in 1982. 
Replies were received from 107. The 
questionnaires were addressed to 
chief executive officers by name in 
most cases, and about one-half of the 
replies were received from top 
management (executive vice president 
or above). No significant difference 
was seen in the replies by different 
ranks of officials, including financial 
and accounting officers.
The size of the associations ranged 
from only $12.4 million to $9.2 billion 
of total assets with an average of $890 
million. Fifty-five of the associations 
reported that they had recorded good­
will as the result of recent mergers, 
and the mean goodwill recorded was 
$57.6 million.
From analysis of the comments on 
the ED that preceded SFAS No. 72 
there appeared to be many diverse 
views on what actually constituted 
goodwill associated with the merger of 
thrift institutions. Respondents to the 
survey were asked what, in their opin­
ion, they thought such goodwill really 




Customer base 51 60
Market share 26 31
Core deposits 31 37
Excess of fair value of
liabilities assumed over 
the fair value of the 
identifiable tangible and
intangible assets acquired 39 46
Market entry 45 53
Talented personnel 13 15
Loan and investment
portfolio 5 6
Future earnings potential 9 11
Other as specified 9 11
Quite clearly, this substantiates that 
goodwill in the acquisition of thrift insti­
tutions is felt to be attributable to mar­
keting advantages. The problems in 
accounting for such goodwill are, 
therefore, twofold: (1) identifying and 
recording amounts applicable to iden­
tifiable intangible assets; and (2) amor­
tizing identifiable and unidentifiable 
intangibles.
Valuing Identifiable Intangibles. The 
excess of fair value of liabilities plus 
consideration given, if any, over the 
fair value of tangible and identifiable 
intangible assets is recorded as good­
will. This requirement of SFAS No. 72 
is perceived to be an important part of 
the problem. The objections of the in­
dustry to the matching of goodwill 
amortization to mortgage discounts (to 
be discussed later) would be moot if 
the FASB’s concept of goodwill stated 
in Statement 72 were applied.
The argument would be as follows: 
As the industry feels strongly that 
goodwill represents many marketing 
advantages (as indicated in the com­
ments to the ED and substantiated in 
the previous section), the answer to 
the problem could be to assign most 
of the excess of the fair value of the 
liabilities and consideration given over 
the fair value of the assets acquired to 
identifiable intangibles (according to 
FASB Interpretation No. 9). The 
remaining excess would be small, if we 
are to agree with the industry feeling 
on the matter, and should not provoke 
much argument if amortized in step 
with discounts. The problem with this 
argument is the difficulty in estimating 
identifiable intangibles in compliance 
with FASB Interpretation No. 9 and 
SFAS No. 72.
While some S&Ls make a concerted 
effort to assign values to identifiables 
(Johnigan, 1983 and FHLBB Files), 
many acknowledge the difficulties 
involved in the process. Additionally, 
SFAS No. 72 requires that the fair 
value of such identifiable intangibles 
be reliably determined. By “reliably” 
the statement means that there should 
be “representational faithfulness” and 
“verifiability” as discussed in SFAC 
No. 2. Also, SFAS No. 72 requires that 
identifiable intangibles that represent 
depositor or borrower relationships 
must be based on “relationships that 
exist at the date of acquisition without 
regard to new depositors that may 
replace them.”
Amortization of Goodwill. The SFAS 
No. 72 requirement that goodwill be 
amortized in step with the discount 
amortization of the long-term interest 
bearing assets acquired is the focus of 
strong objections in the industry. 
Goodwill to which SFAS No. 72 does 
not apply is presumably covered by 
APB Opinion No. 17 or FASB Inter­
pretation No. 9. The goodwill recorded 
could therefore conceivably be sub­
jected to three rates of amortization if 
Statement No. 72 is followed exactly.
Furthermore, requiring that goodwill 
be subject to amortization at a con­
stant rate raises questions concerning 
the requirement that amortization be 
based on “terms” and estimated 
remaining life. Measurement of esti­
mated remaining life is made difficult 
by the history of roll-overs of loans, the 
repricing of interest rates, and balloon 
mortgage loans. While it is correct to 
stress the importance of specific iden­
tification and valuation of identifiable 
intangible assets, and make clear that 
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any amounts so allocated must be sup­
ported by adequate evidence, what is 
actually needed are techniques which 
will make this possible.
Although many of the respondents 
to the ED were concerned with the 
Board’s treatment of goodwill in the 
mergers of thrift institutions, nearly an 
equal number felt that the criteria for 
purchase vs. pooling accounting were 
in need of revision.
Purchase vs. Pooling Criteria. In a 
letter to the FASB dated June 30, 
1982, Dennis Beresford, Chairman of 
the Accounting Standards Executive 
Committee of the AICPA stated, “We 
believe the single most significant 
accounting issue facing the savings 
and loan industry today is the account­
ing for mergers of mutual S&Ls.”
APB Opinion No. 16 was issued in 
1970 to prevent the inappropriate use 
of the pooling method. The orientation 
of this opinion toward transfers of com­
mon stock evidencing ownership rights 
is not appropriate to the mutual form 
of ownership of savings and loan 
associations, insurance companies 
and some other types of businesses. 
This renders many of the tests in the 
opinion inapplicable for determining 
the appropriate accounting treatment 
for some combinations.
However, the Audit and Accounting 
Guide for the Savings and Loan Associ­
ation (AICPA, 1979, p. 75) states
Joan D. Bruno, Ph.D., CPA, is 
associate professor of accounting at 
the University of Houston-Clear Lake. 
She is a member of the American Ac­
counting Association and has done 
financial consulting for small 
busineses. Dr. Bruno has published in 
various professional journals.
. . . Opinion No. 16 is equally 
applicable to business combinations 
of capital stock associations, two or 
more mutual associations, or a cap­
ital stock association and one or 
more mutual associations.
The FHLBB feels it would be more 
appropriate to have criteria which indi­
cate, but do not dictate, the applicable 
accounting, as follows:
The underlying objective of this effort 
should be to determine if control over 
an association will be passed from 
one group of individuals to another, 
in which case the purchase method 
of accounting should be used; or if 
the controlling interests of two or 
more associations are combined, in 
which case the pooling of interests 
method would be appropriate 
(FHLBB, SP-24, p. 4).
There is also diversity of opinion as 
to whether or not the planned liquida­
tion of assets (APB Opinion 16, para. 
48) justifies purchase accounting. “In 
practice, most permit a planned dispo­
sition of mortgage loans or securities 
to trigger purchase accounting. (Johni­
gan, 1983). Therefore, the FHLBB 
noted “. . . some combinations of 
mutual associations incorporate 
planned transactions (principally to dis­
pose of a significant part of the assets 
of the acquired institution) solely in an 
attempt to fail the criteria which require 
use of the pooling of interest method’’ 
(FHLBB, SP-24, p. 4).
Thus, it is apparent that the criteria 
for determining use of purchase or 
pooling accounting are no longer rele­
vant for some situations and need to 
be reconsidered.
Conclusion
The recent problems faced by the 
banking and thrift industry were 
caused by continued high interest 
rates and other economic and com­
petitive conditions, and originally 
showed promise of remaining signifi­
cant and ongoing to the industry. How­
ever, passage of the Garn-St. Germain 
Act, stabilization of interest rates, and 
the diversification of the thrift industry 
have reduced the urgency of the 
issues treated in SFAS No. 72.
Indeed, the thrift industry is justified 
in feeling it was arbitrarily singled out, 
in that there are other abuses in the 
accounting for goodwill outside this 
industry. There is a need to rethink the 
concepts of identifying, valuing and 
amortizing identifiable and unidentifi­
able intangibles, and a revaluation of 
the purchase vs. pooling criteria. 
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By Sarah J. Garner and Paul Garner
cess for services, more empirical 
research is needed to improve the ef­
ficiency and effectiveness of service 
marketing. The research study 
described in this article is an attempt 
to remedy this lack of understanding 
with respect to a single type of service 
purchasing — the purchasing of ac­
counting services.
Variables Investigated
This empirical study used a sample 
of consumers to ascertain the type and 
extent of perceived risk involved in the 
purchasing of the services of a per­
sonal accountant or CPA. It also in­
vestigated what types of information 
sources were utilized by these con­
sumers in reducing their perceptions 
of risk.
Six types of perceived risk have 
been identified by marketers5 These 
types or components of overall 
perceived risk include:
(1) Performance Risk: the risk in­
volved in a service purchase that 
the service will not be completed 
in a manner which will result in 
consumer satisfaction.
Consumers must constantly make 
decisions regarding the purchase of 
products and services including what, 
when, where and how to buy them. 
Since the consequences of such deci­
sions are relatively uncertain, the con­
sumer faces a varying degree of risk 
in making each decision. In the 
marketing area, this risk is referred to 
as “perceived risk.” The concept of 
perceived risk has been defined as 
follows. “Consumer behavior involves 
risk in the sense that any action of a 
consumer will produce consequences 
which he cannot anticipate with 
anything approximating certainty.”1
There are several reasons why a 
consumer might perceive risk when 
making product or service purchase 
decisions. First, a consumer might 
perceive risk because of minimal ex­
perience with the product or service 
being considered. Second, a con­
sumer may have had an unsatisfactory 
experience with a product or service 
and is concerned about making a se­
cond mistake. Third, financial 
resources may be very limited so that 
the selection of one product or service 
requires the consumer to forego 
another. Fourth, a consumer may feel 
that he or she has limited knowledge 
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on which to base a decision. Further, 
the consumer may lack the self­
confidence to make the proper 
decision.2
The above reasons lead to a con­
scious or unconscious perception of 
risk. Risk that is not perceived, no mat­
ter how real or dangerous, does not in­
fluence consumer behavior. The 
degree of risk perceived by a con­
sumer and the consumer’s tolerance 
level for risk-taking influence the pur­
chasing strategy selected.
Since the end of World War II the 
service sector has become one of the 
largest, and in many respects the most 
dynamic, element in the United States 
economy. In 1962, consumers spent 
approximately 34 percent of their in­
come on services; in 1972, 42 percent 
of their income was spent on service;3 
in 1981, 47.4 percent of personal in­
come was being spent on services.4
The marketing academic communi­
ty has almost ignored service 
marketing in favor of the traditional 
focus on product marketing. Because 
of the increased importance of ser­
vices in the United States economy 
and our present lack of understanding 
of the consumer decision-making pro-
(2) Social Risk: the risk that the 
selection of the service producer 
will affect in a negative way the 
perception of other individuals 
about the consumer purchaser.
(3) Financial Risk: the risk that the 
selection of the service producer 
will result in a monetary loss to 
the consumer.
(4) Time Risk: the risk that the con­
sumer will waste time, lose con­
venience, or waste effort getting 
a service redone because it was 
not performed to the consumer’s 
satisfaction.
(5) Physical Risk: the risk that the 
performance of the service will 
result in a health hazard to the 
consumer.
(6) Psychological Risk: the risk that 
the hiring of a service producer 
will have a negative effect on how 
the consumer perceives himself 
or herself.
Consumers frequently cope with 
these types of risk by seeking informa­
tion from various sources. A.R. An­
dreasen identified five broad 
categories of information sources 
utilized by consumers. These five 
categories plus a sixth category — pro­
fessional advocate — were included in 
the present study. Each of these infor­
mation sources is briefly discussed 
below.
(1) Impersonal advocate sources in­
clude mass media advertising 
such as that found in the Yellow 
Pages, magazines, radio, televi­
sion, newspapers, and point-of- 
purchase displays. In this study, 
use of impersonal advocates by 
the consumer was divided into 
two parts. The Yellow Pages 
became one part while advertis­
ing in all other impersonal media 
composed the second part. This 
division allowed the researchers 
to ascertain whether the Yellow 
Pages are a significant source of 
information to reduce risk in the 
purchasing of accounting 
services.
(2) Impersonal independent sources 
include the use of such unbias­
ed evaluations as those found in 
Consumer Reports. This source 
also includes information gained 
from programming on television 
and radio and from professional 
and popular articles in 
periodicals.
(3) The third information source, per­
sonal advocates, includes seek­
ing the opinions of salespeople, 
store personnel, or store 
managers. For instance, if the 
consumer is unfamiliar with the 
accountants in the community, 
he or she may call or visit their 
offices to gather more informa­
tion from the employees.
(4) Personal independent sources 
include friends, neighbors, and 
family members. It also includes 
information sought from co­
workers and gathered in other 
forms of casual conversation.
(5) The fifth information source, 
direct observation and ex­
perience, involves relying on the 
consumers’ own past experience 
in selecting an accountant. Infor­
mation dealing with the con­
sumer’s past purchases is a part 
of this source.
(6) A sixth information source, pro­
fessional advocate, was included 
in this investigation. A profes­
sional advocate source is an ac­
countant who recommends one 
of his or her colleagues to the 
consumer. This is basically the 
use of a referral procedure.
The Study
The study asked the consumer 
respondents to state the amount of 
each risk type they perceived when 
purchasing accounting services and 
further, to state the likelihood of their 
seeking information from each of the 
six sources to reduce their perceptions 
of risk. The data gathered through the 
questioning procedure enabled the 
researchers to ascertain which risks 
and information sources held the 
greatest importance for the consumer.
The sample respondents were 
located in three communities in the 
southeastern United States. In order 
that the decision process involved in 
choosing an accountant would still be 
fresh in the consumers’ minds, only 
new residents of these communities 
were used in the sample. The com­
pleted sample contained 179 in­
dividuals out of 500 contacted through 
the use of a mailed survey form. The 
response rate was approximately 38 
percent.
The Results
The survey resulted in a rank order­
ing of the various risk types with 
respect to the purchasing of accoun­
ting services (See Table 1). 
Respondents perceived the greatest 
risks to be financial, time and perfor­
mance risks when shopping for an 
accountant.
Table 1
Rank Ordering of Risk Types 
for Accounting Services
Rank Type of Risk





6 Physical Least important risk
Social and physical risks were the least 
important risk types. This indicates that 
consumers do fear a possible loss of 
either money or time in selecting an 
accountant. This fear is possibly 
caused by a lack of confidence, on the 
consumer’s part, in the ability of ac­
countants to render their services at an 
adequate level of performance. Con­
sumers also feel that a selection of a 
particular accountant is unlikely to af­
fect either their health or their standing 
in the social community.
The second part of the survey dealt 
with which sources of information were 
likely to be used by consumers to 
reduce their risk perceptions. 
Respondents indicated that in order to 
reduce their perceptions of risk they 
would be most likely to use impersonal 
advocate, followed by impersonal in­
dependent, professional advocate, 
and direct experience. The least likely 
source of information were personal 
advocate, personal independent, and 
the Yellow Pages. (See Table 2.)
Table 2
Rank Ordering of 
Information Sources
Rank Information Source






7 Yellow Pages Least Likely
Summary and 
Recommendations
Financial and time risks had the 
highest mean scores in the purchas­
ing of accounting services. Accoun­
tants should focus on reducing finan­
cial and time risk perceptions. To 
alleviate these risk types, accountants 
might use a variety of techniques. 
First, accountants should explain all 
charges for their services and justify 
them to the consumer. It should be em­
phasized that accounting services are 
designed to save money rather than in­
crease cost and are thus worth the 
charges involved. Second, options in 
different methods of handling tax 
returns, bookkeeping, investments and 
other accounting services should be 
fully explained to each client. Third, ac­
countants should dispense their ser­
vices in convenient locations and 
become more aware of their cus­
tomers’ time constraints in addition to 
their own time constraints.
One of the more surprising findings 
in this study dealt with the information 
sources which were significant in the 
selection of an accountant. 
Respondents indicated that advertis­
ing (impersonal advocate) was the




Wayne G. Pentrack of Larch­
mont, New York and Lawrence 
Salva of Glassboro, New Jersey, 
recently joined the Office of the 
Chief Accountant of the 
Securities and Exchange Com­
mission to serve as Professional 
Accounting Fellows for two-year 
terms. They will be working 
directly with Clarence Sampson, 
the Chief Accountant, and will be 
involved in the study and 
development of rule proposals 
under the Federal securities 
laws, liaison with professional 
accounting standard-setting 
bodies and consultation with 
registrants on accounting and 
reporting matters.
The Commission is now ac­
cepting applications for two Pro­
fessional Accounting Fellows to 
be selected in early 1986. These 
Fellows will work with Mr. Pen­
track and Mr. Salva in this highly 
successful program which is 
designed to provide outstanding 
opportunities for personal 
development and career en­
hancement. During their two- 
year term, the Fellows deal with 
a broad range of accounting, 
auditing and disclosure issues.
Candidates for the Fellow 
positions should have at least six 
years of experience in a public 
accounting firm or in an organi­
zation that provides similar ex­
perience in financial accounting 
and reporting. In addition, a 
minimum of one year of this ex­
perience must have been at a 
managerial level. Applicants 
should be thoroughly familiar 
with the technical accounting 
and auditing literature as well as 
current issues confronting the 
profession.
Applicants are required to sub­
mit background information and 
a brief position paper on an ac­
counting subject of interest to 
them and to the SEC. A descrip­
tion of the program and applica­
tion procedures is available from 
the Office of the Chief Accoun­
tant, SEC, 450 Fifth Street, 
N.W., Washington, D.C. 20549. 
most likely source of information to 
reduce risk for this service. Many ac­
countants do not advertise beyond a 
location sign and a Yellow Pages 
listing. It is the recommendation of the 
authors that accountants reconsider 
and revise their use of advertising to 
include all media.
In addition to advertising, accoun­
tants should also instigate more 
popular articles and broadcast pro­
gramming to explain their services to 
the the population. The use of the pro­
fessional advocate source indicates 
that accountants should strive to keep 
a network of contacts with similar pro­
fessionals in other communities. This 
could be achieved through attendance 
at local, regional and national con­
ferences in the field. These contacts 
should result in more referrals of
Sarah Jane Garner, DBA, is current­
ly teaching at Eastern Kentucky Univer­
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newcomers in a community to local ac­
countants, thus increasing their client 
load and subsequent income. Ω
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You’ve made the two tough decisions. 
Now make the easy one 
that’ll protect those two.You decided to computerize. Then decided on which computer. Now decide to maximize that capability with one-write efficiency for client input.
For you—clean, organized, standardized data
A McBee Organized Computer Input (OCI) one- 
write system in your client’s hands means your staff 
is given clean, organized input in standardized 
format. It means the ease and accuracy of working 
with journals, instead of fussing with check stubs 
or loose vouchers. It means working with pre­
proven figures, cross-footed and balanced, for ready 
entry to the computer.
One-Write vs. “3-up” or voucher checks
Any of these can be used as the source document 
for inputting client data, but only one-write does a 
real bookkeeping job for your client. A check is 
only a check, but a McBee one-write is a system. 
One-write also offers you the option of inputting 
column totals or line-by-line entries. The choice is 
yours. So are the savings. Should your client insist 
on typewritten checks, that can be accommodated. 
That’s the beauty of one-write. Neither you nor 
your client has to compromise.
Duplicate journal frees both hands
With the use of a duplicate journal, you have your 
needed source document for entry of data from 
which general ledger, trial balance and operating 
statements can be generated. At the same time, your 
client retains a copy as an in-house record of the 
firm’s bank balance and disbursements. This frees 
your staff from the time constraints of having to 
return client records and reduces reconciling any 
differences to a simple phone call.
For your clients — real bookkeeping
For your clients, one-write delivers all the hallmarks 
of sound bookkeeping. Accountability. Accuracy 
Known distribution. Sequential check control. Bal­
anced totals. An audit trail. A running bank balance. 
All at little cost and with eye-opening time savings.
The benefits of McBee one-write don’t end when 
you computerize. Fact is, they multiply.
McBee
One-Write Bookkeeping Systems
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Women CPAs — 
Pioneers in the 
First Quarter of 
This Century
By Kathryn C. Buckner and Elliot L. Slocum
The increasing number of women 
accounting graduates entering public 
accounting attests to the current ac­
ceptance of women in public accoun­
ting. Many of the women currently 
entering the accounting profession 
may not be aware that career oppor­
tunities in public accounting were 
limited for women only a few years 
ago.
The obstacles to women entering 
public accounting in the first quarter of 
this century were formidable. The New 
York Times reported in 1925 that: “Not 
until recently have women succeeded 
in entering... public accountancy. So 
far, only fifty women have received 
State certificates enabling them to 
qualify as public accountants.” [The 
New York Times, April 26, 1925, p. 8] 
It is appropriate to recognize those first 
few women who overcame con­
siderable social and professional op­
position to obtain the CPA Certificate. 
Herein is an attempt to identify for the 
record women who obtained the CPA 
Certificate by 1925 and to acknow­
ledge the difficulties they faced in the 
first quarter of this century.
Lions and Tigers and Bears, 
Oh My!
The obstacles or so-called reasons 
for restricting the entry of women in ac­
counting and public accounting in par­
ticular were as unrealistic as the fears 
of Dorothy and her cohorts on the 
yellow brick road. Lions and tigers and 
bears, indeed! Women have historical­
ly been involved in record-keeping and 
when given the opportunity, have per­
formed with success equal to men.
Lena Mendelsohn stated in 1920, 
that ... “So far, very few accounting 
organizations employ women, even as 
juniors. In rare cases it may occur that 
an especially able woman, employed 
in the office, is sent out on a case.” 
[Mendelsohn, p. 3] Public accounting 
was considered sacred to men and 
women found it difficult to gain a 
foothold. [Hoerle, p. 176] The barriers 
to employment in private and govern­
mental accounting were more easily 
conquered than those of public ac­
counting. The success of women in 
private and governmental accounting 
aided in gaining accessibility to public 
accounting in later years.
For much of this century women 
have found it difficult to obtain the 
necessary education for entrance into 
accounting. Evidence shows that 
universities and accounting faculties in 
the past generally have not en­
couraged women to study accounting.
Discouragement was especially 
directed towards aspirants to a career 
in public accounting. Some academics 
may have discouraged women from 
the study of accounting because they 
were cognizant of the difficulties which 
would be encountered. [Hoerle, p. 178] 
In spite of this, women may have faced 
no less opposition in obtaining the 
necessary education between 1900 
and 1925 than later because collegiate 
accounting education was in its early 
stages of development.
By the end of 1900 only seven col­
legiate schools of business existed, 
and accounting was only beginning to 
be taught in those schools. Many 
educators believed that persons enter­
ing business should possess a liberal 
arts education supplemented with 
“practical training to be obtained in the 
business world.” [Lockwood, p. 132] 
Although the accounting profession 
was instrumental in establishing 
business and accounting study in the 
academic environment, the vast ma­
jority of those practicing public accoun­
ting did not believe that a college 
education was necessary to enter the 
profession. Accounting courses in par­
ticular were viewed with disfavor. Ac­
counting was considered to be “ex­
periential” in nature, and if the person 
obtained a college degree, it should be 
in the liberal arts. Attitudes toward col­
lege education began to shift by the 
1920s, yet by 1925 few persons em­
ployed in public accounting possessed 
a degree in business and accounting. 
Although the study of business and ac­
counting at the college level had 
become widespread by 1925, the more 
talented accounting graduates were 
discouraged from entering public ac­
counting and sought employment in 
banking and industry. Thus, most per­
sons who entered public accounting 
had studied accounting at proprietary 
schools, particularly in night school 
programs, rather than in colleges.
Proprietary schools apparently did 
not discourage women from the study 
of accounting. Therefore, conditions 
during the period from 1900-1925 
would suggest that women were able 
to obtain the classroom training re­
quired to pass the CPA Examination. 
The opposition to women studying ac­
counting in college programs would 
seem to have applied more to the 
period after 1925 when the college 
degree and the study of accounting at
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the college level evolved as a require­
ment to enter public accounting.
The principal obstacle to women ob­
taining the CPA certificate was that 
public accounting firms would not as 
a general rule hire women which made 
it difficult for women to obtain practical 
experience under the direction of a 
certified public accountant. Some 
women were employed in public ac­
counting. However, many of those had 
to apply for positions as stenographers 
or typists with the hope of being able 
to do accounting work. [Priester, p. 35] 
One successful woman practitioner 
said that “If a girl knows stenography 
in addition to accountancy, she can ob­
tain a position in an accountant’s of­
fice, but it is wise to refrain from ad­
mitting she is an accountant until she 
has proven her usefulness....” [Hoerle, 
pp. 178-179] Most of those able to ob­
tain employment in public accounting 
found it with smaller firms.
The conditions for women in public 
accounting were clearly stated in an 
editorial published in the December 
1923 Journal of Accountancy. The 
editorial reported that the number of 
women preparing for accounting was 
increasing annually, but the vast ma­
jority would be employed in industry 
because:
“.... the fact of the matter is that 
women are not wanted as accoun­
tants on the staff of practising public 
accountants. Their ability in accoun­
tancy is unquestioned. In many 
cases those who have completed 
courses of instruction and have 
taken examinations have passed 
with distinction.” [“Women in Ac­
countancy,” p. 443]
“.... Few accountants display a 
willingness to employ women on 
their staffs, even for the purpose of 
giving them the experience required 
under the preliminary-practice 
clauses of law and regulation. In a 
word, then, the prospects for women 
in the field of accountancy are not 
brilliant.” [“What Militates Against 
Them,” pp. 444-445]
Several reasons were suggested 
why women were not generally ac­
cepted in public accounting:
1. Staff members must be ready 
to work whenever and 
wherever needed. Thus a staff 
member must be able to travel 





1899 New York Barker, Christine Ross (Mrs.)
1900 Pennsylvania Niles, Mary B.
1902 New York Peck, Cola Sanford




Geijsbeek, M. Lillie Schmidt (Mrs.) 
Goldstein, Harriett B. Lowenstein (Mrs.) 











1912 Washington Bell, Verna (Miss)












Arnold, Nina Hudson 





Briggs, Gertrude L. (Mrs.) 












Kentor, Hazel R. (1921 California) 
Hollander, Ethel Mary 
Peirce, Mary Frances 















Murphy, Margaret Catherine 
Braddock, Elsie Hughes (Mrs.) 
Osann, Charlotte










Hall, Mabel Emily (Miss) 












Schwartz, Grace Frey 
Bessler, Helen 
Lampton, Loraine J. 
Kock, Margaret Catherine 
Faulkner, Fay E.
Van Kooy, Adriana (Miss)
The list may not be complete, simply because names do not always clearly denote 
gender, and because only initials were used in many sources. Thus, a few women 
CPAs may have been overlooked, and one or two men may be included, for which 
we apologize. However, the list should be reasonably accurate.
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Alabama 1919 45 -
Arizona 1919 9 -
Arkansas 1915 48 -
California 1901 402 1
Colorado 1907 142 4
Connecticut 1908 151 1
Delaware 1913 12 *
District of Columbia 1923 52 -
Florida 1906 22 -
Georgia 1908 115 1
Idaho 1917 26 -
Illinois 1903 572 7
Indiana 1915 556 1
Iowa 1915 48 -
Kansas 1915 37 -
Kentucky 1916 72 -
Louisiana 1908 242 5
Maine 1913 61 1
Maryland 1900 105 3
Massachusetts 1910 433 3
Michigan 1906 240 1
Minnesota 1909 153 -
Mississippi 1920 110 1
Missouri 1909 221 •
Montana 1909 44 -
Nebraska 1909 35 1
Nevada 1914 14 -
New Hampshire 1917 357 3
New Jersey 1904 255 1
New Mexico 1921 6 -
New York 1896 1514 9
North Carolina 1913 265 5
North Dakota 1914 15 -
Ohio 1908 373 1
Oklahoma 1917 160 -
Oregon 1913 99 -
Pennsylvania 1899 359 1
Rhode Island 1906 51 1
South Carolina 1915 50 -
South Dakota 1918 6 -
Tennessee 1913 99 -
Texas 1915 192 -
Utah 1907 38 1
Vermont 1914 9 -
Virginia 1910 62 -
Washington 1903 177 1
West Virginia 1911 34 -
Wisconsin 1913 204 1
Wyoming 1911 30 -
*8322 54
*Approximate
at all hours of the day in a 
variety of living and working 
conditions.
2. Assignment of heterogeneous 
personnel would hamper work 
and cause embarrassment.
3. Some clients would object 
to a woman representing the 
accounting firm. [“What 
Militates Against Them,” p. 
444]
No doubt the requirements of travel 
and many years of training and ex­
perience were a deterrent to women 
and men. In addition, women were ex­
pected to marry, have children, and as 
a result, leave the firm. However, 
Mendelsohn believed the greatest 
disadvantage to women was the at­
titude of the public then present which 
exhibited a ‘‘lack of confidence in 
woman’s business experience and 
judgment” as it related to accountan­
cy. [Mendelsohn, p. 5] In spite of the 
odds, approximately fifty women had 
obtained the CPA certificate by 1925. 
The number was increasing slowly, 
primarily in states which did not have 
experience requirements to obtain the 
certificate. A few women were 
members of the American Institute of 
Accountants (AIA) and of the American 
Society of Certified Public Accountants 
(ASCPA). Most conducted their own 
accounting practices with emphasis on 
record-keeping and tax work.
The Few Who Did
Despite the obstacles, a few women 
were able to obtain the CPA certificate 
and prove themselves to be capable of 
dealing with the problems of public ac­
counting practice. Exhibit 1 identifies 
the women who had obtained the CPA 
certificate by the end of 1924. Exhibit 
2 reports the number of certificates 
issued to women compared to the total 
number of certificates issued and the 
date of the first certificate issued in 
each state. The number of certificates 
for some states are approximated 
because of the numbering systems 
used, lack of a numbering system, or 
the issuance of different series of 
certificates.
Nonetheless, some perspective is 
provided as to the number of women 
CPAs relative to the total and the rate 
at which women were able to obtain 
the CPA certificate.
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Exhibit 3 indicates the nature of 
employment of the fifty-four women 
CPAs identified in Exhibit 1. The sum­
mary is based on data provided in The 
Accountants’ Directory and Who’s Who 
published in 1925 and other sources. 
Some women may have worked for
Exhibit 3
Type of Employment 
Women CPAs 1896-1924
Small CPA Practices 37
Industry 4
Government (tax) 4




large CPA firms prior to assuming posi­
tions with small or personal CPA prac­
tices, industry, or government. 
Charlotte Osann was employed by 
Haskins & Sells in the report depart­
ment and later with S. K. F. Co. Myrtle 
Corbett Heywood was on the staff of 
Haskins & Sells in 1909 [Webster, p. 
17], but the American Institute of Ac­
countants Yearbook in 1925 indicates 
she was operating her own accounting 
practice. Nettie A. Trail was employed 
in the Bureau of Internal Revenue un­
til 1924 at which time she began her 
own accounting and tax practice in 
Washington, D.C. [“Women Who 
Have Won Distinction in Income Tax 
Practice,” p. 174] The addresses pro­
vided in the various sources made it 
difficult to clearly determine whether in 
1925 they were in public accounting or 
working in industry. However, the data 
indicate that the majority of the women 
operated their own CPA practices or 
worked for small CPA firms.
In at least four cases (Koehler, Geijs­
beek, Kentor, and Rhodes), husbands 
and wives operated accounting prac­
tices together. As an additional note, 
Hazel R. Kentor appears to have been 
the first woman to hold certificates in 
two states — Colorado (1920) and 
California (1921).
Participation in the Profession
Women apparently were accepted 
more readily into membership in pro­
fessional accounting organizations 
than into the practice of public accoun­
ting. Webster reports that Miss C.L. 
Downs of Manchester, New Hamp­
shire, had indicated a desire to join the 
American Association of Public Ac­
countants (AAPA) in 1893 as an 
Associate. Secretary Thomas Bagot 
sent a copy of the Constitution and By- 
Laws and an application, and stated 
“... if you sign and return I will take 
great pleasure in submitting to the 
Board of Trustees for action.” 
[Webster, p. 322] Although Miss 
Downs apparently did not submit the 
application, the response by Bagot in­
dicated a favorable attitude toward 
membership of women in the AAPA. In 
addition, AAPA files include letters 
from Mrs. Alice Baggot of Cincinnati 
and Miss Helen Lewi of New York Ci­
ty requesting information about the 
New York School of Accounts. In 
response to Miss Lewi, Dean Hunt 
stated that, “the evening classes will 
certainly be open to women, and I 
should be glad to have your applica­
tion.” [Webster, p. 322] Webster be­
lieved that these incidents in 1893 in­
dicated that women were interested in 
careers in accounting and that the 
AAPA was willing to accept women as 
members. [Webster, p. 322] 
Mendelsohn confirms the acceptance 
of women to membership by stating 
that “the Institute welcomes eligible 
women as freely as it does eligible 
men.” [Mendelsohn, p. 1]
Exhibit 4
Women Members 





1916 Roworth, Dora G.
1917 Heywood, Myrtle Corbett
1919 Mendelsohn, Lena E.
1919 Sivertson, Florence L.
1922 Kingman, Ethel Sylvester
1924 Haines, H. Claire
1925 Francis, Anna Grace
1925 Weis, Camille
*Associate
[1925 Year Book, pp. 12-50]
The National Association of Accoun­
tants and Book-keepers (NAAB) in­
cluded a number of women members. 
When the Chicago Association of Ac­
countants and Book-keepers was 
organized on June 19, 1900, Miss Allie 
Marshall and Miss R.L. Winn were 
charter members. It was noted that 
“one of the features of this association 
is that the membership is not restricted
Exhibit 5
Women Members 
American Society of Certified Public 
Accountants as of 1925
Aldrich, Bertha L.
Braddock, Elsie Hughes (Mrs.)
Briggs, Gertrude L. (Mrs.)
Eastman, Ellen Libby
Emin, Adele M.








to the male sex.” [“Chicago Associa­
tion of Accountants and Book­
keepers,” pp. 113, 115]
Although the AAPA was open to 
women members in 1893, seventeen 
years passed before the first women 
affiliated with the AAPA. In 1910, Elsa 
Doetsch and Florence Hooper became 
associate members. They, along with 
Dora Roworth, became full members 
or fellows in 1912 and were charter 
members of the AIA when it became 
the successor of the AAPA in 1916. 
Emma Manns became a member of 
the AAPA in 1913, but apparently drop­
ped her membership after two years. 
She later became a member of the AIA 
due to the merger of the AIA with the 
ASCPA.
Doetsch and Hooper were active in 
the Maryland Association of Certified 
Public Accountants. Doetsch was 
Treasurer in 1915-16 and on the 
Membership Committee in 1916. 
Hooper was Auditor for the Association 
in 1914 and 1916. They appear to be 
the first women to serve in official 
capacities at the state society level. 
Emma Manns served on the Colorado 
State Board of Accountancy from 1924 
to 1926 as Treasurer, Secretary, and 
President during this period. 
[American Society of Certified Public 
Accountants, p. 26] She is believed to 
be the first woman to hold an office on 
a State Board of Accountancy. [Trail, 
p. 103] It is likely that other women 
were active in state societies. Florence 
L. Sivertson was admitted to the Illinois 
Society which had to change its by­
laws to admit her. [“Women Who Have 
Won Distinction in the Profession of 
Accountancy,” p. 138] No woman had
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Kathryn C. Buckner, CPA, DBA, is 
associate professor and director, 
Master of Taxation Program, at Georgia 
State University. She holds a BBA, 
MBA and DBA from Georgia State 
University. She is a member of the AIC­
PA, their Committee on Upward Mobili­
ty of Women in the Accounting Profes­
sion, AWSCPA, ASWA, Georgia Socie­
ty of CPAs and NAA. 
served in an official capacity in the 
AAPA or AIA by 1925. Exhibit 4 iden­
tifies the women who were members 
of the AIA as of 1925.
Exhibit 5 lists women who were 
members of the ASCPA in 1925. The 
list is compiled from various sources 
[Trail, p. 104 and 1936 Year Book, pp. 
19-171] and may not be complete.
As women began to participate in 
professional organizations, they also 
began to publish in professional jour­
nals. Obviously, women have 
historically published in a wide variety 
of periodicals prior to and subsequent 
to the first twenty-five years of this cen­
tury. The following were the first to 
publish in the Journal of Accountancy.
Florence Hooper, “Foreign Real 
Estate Holdings of a Missionary 
Society,’’ (February 1917).
Lena E. Mendelsohn, “A Woman’s 
Mind as Applied to Accountancy,’’ 
(February 1919).
Mabel D. Paine, “Auditors I Have 
Known,” (July 1922).
In addition Nettie A. Trail published 
“Women in Accountancy,” in the 
March 1925 issue of The Certified
Elliott L. Slocum, Ph.D., is associate 
professor of accounting at Georgia 
State University and holds a Ph.D. from 
the University of Missouri. He is 
associate director, Accounting History 
Research Center, and is a past presi­
dent, Dixie Council of NAA.
Public Accountant and this became its 
first woman author. As indicated, 
women had published in The Book­
keeper and other business and ac­
counting publications.
Summary
The women identified in this article 
were pioneers in a profession in which 
they were not generally accepted. 
They overcame the obstacles and 
should be recognized for their efforts 
and contributions. As indicated, Exhibit 
1 may be incomplete. However, this is 
an on-going project, and the authors 
would appreciate additional informa­
tion and comments which would help 
in constructing a complete listing of 
women CPAs through 1960. Ω
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Microcomputers 
And Small Business
The Dilemma of What To Buy
By Roberto Marchesini and Sherre Strickland
who are buying the microcomputers 
for their businesses have very limited 
knowledge about its operations. In 
other words, the majority of today’s 
adults (excluding the upcoming 
generation who may very well be 
“computer jocks” before reaching 
high school) are computer illiterate or 
computer semi-illiterate.
The intent of this article is twofold. 
The first, is to address in specific terms 
what a small business or small accoun­
ting practitioner should look for when 
selecting among viable alternatives. A 
number of decisions have to be made 
even if the brand of computer has 
already been chosen, i.e., hardware 
specifications, software and personnel 
requirements. The second objective is 
to emphasize the safeguards that 
should surround the use of microcom­
puters so that the computerization of 
the accounting system does not 
deteriorate into an “error machine” or 
“fraudulent scheme.”
The age of computers is here. Every 
practitioner, entrepreneur, and family 
must have one. Every business must 
have one because the competition has 
one or is about to purchase one. The 
accounting practitioner needs one, not 
only because his competition has one, 
but also because his client has one. 
The company with the computer is in­
novative and “forward-looking.” The 
company without a computer is not 
progressive and might not warrant the 
client/customer’s continued patro­
nage. Microcomputers (or personal 
computers) are responsible for the ex­
plosion of computers into every facet 
of the business world. Microcomputers 
are relatively inexpensive because of 
the ability to mass produce them and 
because the environment (air condi­
tioning and power sources) in which 
they operate is not restrictive as with 
the larger computers.
The microcomputers are also “user- 
friendly” from the standpoint that the 
operator does not need a degree in 
computer science to be able to com­
municate with it. In fact, a few hours 
reading a manual is sufficient to allow 
a person to talk with the microcom­
puter. This environment is now leading 
to the elimination of the first question 
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a consultant answers for a small 
business client — “Do I need a com­
puter?” The answer is almost 
automatically “Yes” in the mind of the 
small business owner or practitioner. 
It is no longer a question of need, but 
it is a case of want. The second ques­
tion then is “Which brand of computer 
should I buy?” This question poses an 
ever increasing dilemma. The number 
of manufacturers has multiplied 
multifold since the mid-70’s. Then, 
when the number of manufacturers 
started to diminish, the number of 
available models increased drastical­
ly. For example, Apple computer has 
an Apple II, Apple lIc, Apple III, Apple 
lIe, Apple LISA, and Apple McIntosh!
In conjunction with the above, one 
must also consider the application pro­
grams available for the computer. 
There are countless numbers of pro­
grams available, but one must be 
careful as all programs do not work on 
all machines. In the quest for the 
“right” computer, one very quickly 
enters into what is termed “information 
overload.” That is, it is impossible to 
disseminate (absorb) all of the 
available information on all brands of 
microcomputers and all of the pro­
grams that may be used with a given 
machine. Furthermore, many of those
The Need For A Computer
In general, one can envision two ma­
jor areas of usage of the computer:
1. the efficient handling of large 
volumes of data, i.e., the data pro­
cessing task, and
2. the transformation of data into 
information to assist management in 
decision-making.
For the majority of small firms, the first 
usage is paramount. Typical applica­
tions in this area are payroll, accounts 
receivable, inventory control, and 
customer billing. Computer-assisted 
decision-making applications are 
generally typified by modeling pro­
grams, statistical and mathematical 
applications, and simulation in the area 
of finance, management, and 
marketing.
Although the question “Do I really 
need a computer?” is not being ask­
ed by the management of small 
organizations as often as it should be, 
an analysis of the costs and benefits 
associated with the computerization of 
the small firm may prove to be im­
perative if one is to avoid severe pro­
blems in the future. Such analysis 
proves to be beneficial in two ways. In 
the first place, a cost/benefit analysis 
requires evaluation of the existing ac­
counting system (or lack of it) within a 
firm. Secondly, it requires the firm to 
assess its data requirements for im­
plementation of its informational goals.
This initial cost/benefit analysis should 
be considered the most important in 
the overall process of computerization.
The report which includes the 
cost/benefit analysis is the feasibility 
study. This report, as indicated, should 
begin with the identification of the ex­
isting manual (or computer) system 
used within the firm. It should provide 
a clear picture of how data are ac­
quired, stored, and retrieved for the dif­
ferent segments of the organization. Of 
more importance, it should analyze if 
the information requirements of the 
management team are met and if the 
firm’s required tasks for efficient, effec­
tive operations are performed. Let us 
consider the area of accounts 
receivable as an example. The se­
quence of events that should take 
place can be envisioned, in a simplified 
way, as follows:
• An order is placed by the firm’s 
customer
• Goods are shipped (assumed 
credit is granted)
• Billing invoice is sent to the 
customer
• Payment is received
Various source documents are 
generated and received by this pro­
cess: purchase order, packing slip, in­
voice, check, and deposit receipt. An 
analysis should be made on how these 
tasks and functions are performed. 
Specifically, one should analyze if the 
time between the order and the ship­
ment of goods is acceptable and if an 
invoice was issued promptly.
On the other hand, management 
may be interested in additional infor­
mation necessary for decision-making, 
i.e., are payments made within the 
“terms of trade,” are customers pay­
ing all the invoices, what is the aging 
of receivables, and so on. Timely infor­
mation is necessary to help manage-
In the quest for the right 
computer, one quickly 
enters into what is termed 
“information overload.” 
ment perform efficiently the two main 
functions of planning and control. Any 
business system, manual or com­
puterized, should provide manage­
ment with this required information. 
Failure to accomplish this goal has 
contributed heavily to the fact that ap­
proximately eighty percent of new 
businesses fail in the first few years of 
their life. If the analysis of the manual 
system reveals that it is efficient and 
does provide management with time­
ly and complete information, the only 
question to be asked should be 
directed to the economic gains, if any, 
to be achieved by the use of com­
puters. Unfortunately, such gains are 
difficult to quantify. A computer 
feasibility checklist taken from an arti­
cle by Pipino and Necro reveals some 
difficult questions to answer, such as
• Would any cost savings be rea­
lized by performing the data- 
processing task more efficiently?
• What is the value of improving the 
accuracy and timeliness of 
reports and documents gener­
ated by the system?
• What is the value of the intangible 
benefits associated with com­
puter use such as better 
customer service, improved 
employee morale, improved 
worker productivity, competitive 
advantage, and the like?1
When the analysis of the manual 
system reveals that there are gaps in 
the flow of information, a firm will start 
to look at computers as a problem­
solving tool, while in fact moving to a 
computer environment could turn out 
to be a frustrating experience. There 
are three facets of computers that 
must be well understood before a deci­
sion to acquire a computer system is 
made. It is to be noted that the infor­
mation on the costs of acquiring and 
maintaining a computer is readily 
available and understood by manage­
ment and therefore they will be 






Software must be the prime con­
sideration when selecting a small com­
puter system. Software is usually divid­
ed into a) operating system software,
Selection of the software 
often reduces considerably 
the number of computer 
systems to be considered.
and b) applications software. Each 
computer brand has its own operating 
system (OS). For example, the 
operating system for the IBM PC is 
named DOS. The use of different 
operating systems for different brands 
of computers translates into lack of 
compatibility among machines. 
Another problem is that there are dif­
ferent versions of a given operating 
system. Again, with the IBM PC there 
is DOS 1.0, DOS 1.1 and DOS 2.0 ver­
sions. These versions obviously limit 
compatibility among machines of the 
same brand! The best a person can do 
when confronted with this situation is 
to try to reduce the potential problem. 
Elimination of incompatibility is not 
possible until manufacturers decide to 
set such standards. This “standardiza­
tion” is evolving through the availabili­
ty of operating systems that will run on 
different machines. CPM is a prime ex­
ample of an OS that is becoming wide­
ly used on many computers mainly 
because a great deal of application 
software is being written that uses 
CPM. However, there is more than one 
version of CPM on the market!
Application software refers to the 
programs that perform specific jobs or 
tasks. Examples include general 
ledger packages, subsidiary ledgers 
such as accounts receivable and ac­
counts payable, word processing, 
spread sheets, graphics, mailing lists, 
and statistical packages. Obviously, 
there is a wide selection of each type 
of package. For example, there are 
numerous word processing applica­
tions with variations in the tasks they 
will perform. Some of them include 
“spelling” capabilities where the com­
puter searches for words in a 
manuscript that do not agree with the 
computer’s word bank. Small 
businesses generally begin their com­
puterization effort by implementing the
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general ledger function, payroll, ac­
counts receivable, and accounts 
payable, and inventory. Customized 
software to run all of these applications 
is very costly. In fact, in many in­
stances, it is very likely that the cost 
of customized programs will exceed by 
a factor of two or three the cost of the 
hardware. It is highly advisable, then, 
in order to reduce costs, to purchase 
off-the-shelf application packages. 
However, software houses that pro­
duce and market application packages 
cannot take into account all of the 
diverse needs of their potential 
customers. Two guidelines should be 
strictly adhered to:
1) Ascertain that the package is free 
of programming errors.
2) Make sure that the program 
satisfies the need of the business as 
to accounting, planning and control.
To implement these two guidelines, 
visits to businesses that are already 
using the application package is 
essential in determining the quality of 
the package. Existing users are more 
likely to give an objective view of the 
software than a salesperson does. 
Secondly, by preparing a sample of 
transactions and “running” them on 
the computer it is possible to deter­
mine if the software is capable of ac­
commodating the firm’s needs. It is not 
uncommon, or example, to find inven­
tory packages or billing packages that 
cannot contain all of the information re­
quired by the firm. Both of these 
checks must be performed before the 
software is bought so as to avoid ex­
pensive mistakes. As with customized 
software, modification of off-the-shelf 
packages to accommodate even 
nominal changes can be extremely 
costly. One final word of caution on ap­
plication software. Be sure there is a 
well-documented manual. One way to 
be sure it is a complete, useful manual 
is to ask during the visit to an existing 
user. Probably no other reason causes 
more frustration and subsequent 
nonuse of purchased software 
packages than this lack of adequate 
explanation of what the user may or 
may not do and then how to do it.
Hardware
The term “hardware” refers to the 
physical machine. The machine may 
be subdivided into two parts:
a) CPU, or the Central Processing 
Unit, which for our purpose contains 
the “memory” of the computer;
b) Peripherals, which include disk 
drives, printers, and CRT (TV 
screen).
All of the application packages will 
have a minimum requirement for com­
puter memory. Software vendors will 
advise on the hardware requirements 
needed to run their packages. In fact, 
the selection of a particular application 
software often will restrict the choice 
of computer systems to a few types. 
This should be considered in a positive 
light, insofar as there are literally hun­
dreds of systems to choose from. The 
particular software package chosen by 
the small firm and the firm’s con­
straints with regard to number of 
employees in the payroll system, the 
number of inventory items and the 
number of vendors in the inventory 
package, the total number of accounts 
receivable and accounts payable, 
general ledger accounts and so on, will 
also determine the type and number of 
peripherals necessary to manage the 
input and output of the data.
The three essential peripherals are 
disk drives, printers, and CRT’s. Disk 
drives come in four types. There are 
3-inch disk drives, 5 1/4-inch disk 
drives, 8-inch drives, and hard disk 
drives. The first three types use flop­
py disks which resemble thin square 
magnetic records. The fourth type 
uses a larger, more durable disk. The 
5 1/4-inch drive is perhaps the most 
common drive for microcomputers; 
however, the hard disk drives are 
becoming more and more common. 
The hard disk drives have two advan­
tages over floppy disks. First, a hard 
disk can store more data (by a 
magnitude of 20 to 100 times more). 
Secondly, the hard disk is more 
durable and thus increases the 
reliability of the information stored on 
it.
In selecting a printer, the purposes 
of such must be carefully weighed. A 
letter-quality printer “types” a letter of 
the same quality as a typewriter. The 
daisy-wheel printer is a letter-quality 
printer. The dot-matrix printer prints a 
readable copy but not necessarily to 
the level that you would want for a 
client. The letter-quality printers are 
still rather expensive and significantly 
greater in cost than the dot matrix 
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printer. If letters, invoices, and/or 
reports will be generated by the com­
puter to give to a client/customer, then 
a letter-quality printer may be a 
necessity. Take the time to look at 
some of those printers not claiming to 
be letter-quality printers. Some dot 
matrix printers allow variations in the 
number of dots printed per character 
which increases readability and 
appearance.
The CRT is basically a video screen. 
Two items to take note of are whether 
or not graphics will be used in the com­
mercial aspect of the business and 
how many rows and columns of data 
can be read at a time on the screen. 
The amount of data that may be 
displayed at any given time will affect 
the efficiency of the operator. A 
graphics terminal will cost more since 
it is capable of displaying multiple 
colors.
In summary, the available choices of 
hardware are so extensive that they 
will often confuse the potential buyer. 
It should be stressed again that the 
selection of the software often reduces 
considerably the number of computer 
systems to be considered. At the ex­
treme, the software package may dic­
tate the choice of only one computer.
Personnel
The third and final area of impor­
tance is the human resource aspect of 
computerization. It is perhaps the most 
difficult to consider, especially in a 
small business because often it entails 
the need for acquisition of computer 
skills by existing employees who may 
never have been exposed to detailed 
computer operations. Contrary to 
popular opinion, the implementation of 
a computer system within an organiza­
tion initially requires an increase of 
employees’ time. This is due to the in­
itial step which demands that both 
manual and computerized operations 
be run concurrently in order to validate 
the new system. Most of the existing 
employees tend to develop uncertain­
ties and fears about the new system. 
Fears of the changes about to take 
place with their implications for job 
security and work routine disruptions 
may result in an unsuccessful im­
plementation of the new system. It 
must be remembered that the person­
nel assigned to the new system, 
whether former employee or new 
employee, will ultimately determine the 
success of the computer effort.
Moreover, management and super­
visory personnel will also be required 
to use the various outputs of the 
system. Lack of interest and usage on 
their part will also tend to make the 
system inefficient and wasteful. The 
human aspect of computers is, then, 
a key variable that must be properly 
taken into account to insure a suc­
cessful experience with computers.
Controls
The first objective was to address 
the potential problems and impact of 
selecting a microcomputer and ap­
plicable software. The second, and 
very crucial consideration is that of 
controls over the use of the microcom­
puter itself and controls over the pro­
grams and data.
Use of Computer
Unfortunately, fraud stories involving 
microcomputers are now replacing the 
fraud stories involving the larger com­
puters. Just as employees must be 
supervised, so must the computer but 
in a different way.
There are three basic concerns in 
any organization regardless of its type 
(product or service). These are:
a) that all valid transactions are 
recorded;
b) that all recorded transactions are 
valid; and,
c) that there are properly placed and 
timed error-checking techniques.
Each of these concerns along with 
suggested control features will be 
discussed in turn.
Just as before the introduction of the 
microcomputer into the accounting 
system, there were procedures or 
prescribed sequence for handling in­
voices, cash sales, cash remittances, 
adjusting entries, etc. to be sure all 
were “captured” in the journals and 
ledgers. This is still the case; however, 
now typically one person enters all 
transactions into a computer file. The 
manual journals and ledgers are now 
printed periodically from the 
microcomputer through a command(s) 
of this one operator. It is important then 
that the person entering data into the 
computer does not prepare the input, 
i.e., journal entries, list of cash remit­
tances. Those individuals assigned to 
preparing the input (journal entries, 
vouchers, etc.) should keep a control 
total for checking with the output. For 
example, when a group of vouchers
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are submitted there should be a 
number assigned to the group. The 
beginning number and ending number 
of the vouchers (if they are 
prenumbered) could be listed and then 
a total dollar amount. This information 
is retained by the person submitting 
the vouchers. After the computer 
operator enters the data it must be 
listed for verification and returned to 
the person responsible for preparing 
the data originally. Such procedures as 
the one just described should be in 
place for all transactions to minimize 
the problem of unrecorded sales 
and/or expenses.
Although it sounds like the one 
above, that all recorded transactions 
are valid is not the same as that all 
valid transactions are recorded. In the 
first the concern is with unrecorded 
items. The second concern is with too 
many transactions being recorded. 
One well used fraudulent scheme is to 
record fictitious sales and accounts 
receivables. This is where the owner 
must play a vital role. It is the owner 
who has a “feel” for what sales have 
been for the month or year. It is the 
owner who is aware of inventory levels 
and purchases and salaries, etc. The 
owner must require frequent reports 
that he can easily scan for 
discrepancies.
Roberto Marchesini, Ph.D., is 
associate professor of accounting and 
finance at the University of Houston- 
Clear Lake. His research and teaching 
interests are in accounting information 
systems. He has published articles in 
other professional journals.
One fraud case involved the keep­
ing of two sets of records on the 
microcomputer. One set for manage­
ment and one set for the computer 
operator. It is not unusual for only one 
person to be intimately involved in the 
operation of the microcomputer. If at 
all possible, within the constraints of 
current employees, a second person 
should be familiar with the programs 
in use. This familiarity by a second per­
son is needed for backup in case of ill­
ness or termination as much as for 
control purposes. At a minimum the 
owner should be able to load the data 
files on the computer for his or her 
inspection.
A third concern is that procedures 
are in place to avoid or flag errors 
and/or irregularities in the accounting 
system. One such procedure was 
mentioned previously where totals 
and/or document counts are used to 
verify the accuracy and completeness 
of data entered by the microcomputer 
operator. Other error-checking pro­
cedures could include —
a) bank reconciliations;
b) reviewing computer printouts of 
vouchers (listed in numerical order) 
for missing vouchers and unusual 
amounts and/or payees; and
c) scanning the general ledger for 
unusual transactions.
Programs and Data
The programs and data are assets 
of the company. Therefore, both must 
be guarded against loss, misuse and 
destruction. Four precautions should 
be taken:
a) All application programs should 
be copied before they are ever 
used for the first time. It is not 
unheard of for a program to be ac­
cidentally destroyed.
b) A back up of all data files should 
be a routine procedure. Daily back 
up should be considered for the 
most active files.
c) All disks should be locked in a fire 
proof vault. Back up disks should be 
stored off the premises.
d) No food or beverages should be 
allowed near the microcomputer and 
the diskettes.
Conclusion
Before purchasing a microcom­
puter, consider the effectiveness and 
efficiency of the existing system. If the 
existing system needs modification, 
determine the costs and benefits of 
computerizing the accounting system. 
There are three important facets or 
potential problems to address when 
deciding to go to a microcomputer - 
hardware needs, software needs and 
personnel. The idea is to try to find an 
acceptable combination of hardware 
and software that will meet your needs 
at a reasonable price. Also, personnel 
must be properly informed and ade­
quately trained to handle the changes 
that invariably come with the 
microcomputer.
Finally, the selection is just the first 
step. Management must be sure the 
microcomputer and software are pro­
perly used, properly safeguarded, and 
efficiently integrated into the business 
so it is used to its fullest capabilities. Ω
NOTES
1Leo P. Pipino and Charles R. Necro, “A 
Systematic Approach to The Small Organiza­
tion’s Computer Decisions,” Journal of Small 
Business Management, July 1981, pp. 8-16.
Sherre Strickland, Ph.D., CPA, is 
assistant professor of accounting at the 
University of Houston-Clear Lake. She 
is a member of the Texas Society of 
CPAs, AICPA, AAA and EDP Auditors 
Association. She has published in other 
professional journals.
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Manuscript Guidelines
Content
Articles should be relevant to the 
field of accounting with focus on ac­
counting theory and practice, tax 
theory and practice, auditing, and 
other specialized areas related to ac­
counting. Most of the articles should 
be of broad interest to accountants in 
public practice, industry, government, 
education and other fields, although 
some may relate to specific industries 
or techniques.
Wanted are more articles of a prac­
tical nature that offer guidance in 
complex situations, or help resolve 
questions arising in practice or offer in­
sight to hidden problems. Articles 
should be of immediate interest or ap­
plicability although some space is 
dedicated to theoretical discussions.
Format
All manuscripts should be typed on 
one side of 8½" x 11" paper and be 
double-spaced, except for indented 
quotations, footnotes, and references. 
As a general rule, manuscripts should 
be as concise as the subject and 
research method permit. Margins 
should be at least one inch to facilitate 
editing.
The cover page should contain the 
title and author’s name.
When not in lists, numbers from one 
through ten should be spelled out, ex­
cept where decimals are used. All 
others should be written numerically. 
The manuscript should be written in 
the third person and in non-sexist 
language. Articles by one author 
should not employ the editorial “we.”
A helpful guide to usage and style 
is The Elements of Style by William 
Strunk, Jr. and E. B. White. It is 
published in paperback by Macmillan 
Publishing Co., Inc.
Length
Manuscripts of 2,000 to 3,000 words 
(eight to twelve typed pages) and no 
more than two tables are a good 
length. However, manuscripts should 
not exceed 4,000 words exclusive of 
tables or other illustrative material.
Headings
All headings should be flush left with 
the margin, with initial capital letters. 
Subheadings should be placed flush 
left with the margin, and underscored, 
with initial capital letters. If third-level 
headings are necessary, they should 
be indented the same as a paragraph 
indent, underscored, with only the in­
itial letter of the first word capitalized, 
and followed by a period with the text 
following immediately.
Tables and Figures
Each table and figure should appear 
on a separate page and bear an arabic 
number and a title. A reference should 
appear in the text for each table or 
figure.
Literature Citations
Footnotes should not be used for 
literature citations. Instead, the work 
should be cited by the author’s name 
and year of publication in the body of 
the text in square brackets, e.g., 
[Armstrong, 1977]; [Sprouse and 
Moonitz, 1962, p.2]; [Hendriksen, 
1973a]. Citations to institutional works 
should employ acronyms or short 
titles, where practical, e.g., [AAA 
ASOBAT, 1966]; [AICPA Cohen Com­
mission Report, 1977]; [APB Opinion 
No. 15]; [SFAS No. 5]; [ASR No. 191]. 
If an author’s name is mentioned in the 
text, it need not be repeated in the cita­
tion, e.g., “Armstrong [1977, p. 40] 
says...”
If a reference has more than three 
authors, only the first name and et. al. 
should appear in the citation. In the list 
of references, however, all of the 
names must be shown. As indicated in 
the Hendriksen citation, above, the 
suffix, a, b, etc. should follow the year 
when the reference list contains more 
than one work published by an author 
in a single year.
When the manuscript refers to 
statutes, legal treatises or court cases, 
citations acceptable in law reviews 
should be used.
Footnotes
Textual footnotes should be used for 
definitions and explanations whose in­
clusion in the body of the manuscript 
might disrupt the reading continuity.
Numerous footnotes and citations 
do not necessarily make for a better 
article and are not an indication of 
thorough research.
Reference List
When the manuscript cites other 
literature, a list of references to follow 
the text must be included. Each entry 
should contain all the data necessary 
for identification. The entries should be 
arranged in alphabetical order ac­
cording to the surname of the first 
author. Institutions under whose 
auspices one or more works without 
authors have been published should 
also be shown in alphabetical order. 
Multiple works by the same author(s) 
should be listed in chronological order 
of publication. Samples of entries are:
American Accounting Association, 
Committee to prepare a Statement of 
Basic Accounting Theory, A State­
ment of Basic Accounting 
Theory (1966).
American Institute of Certified Public 
Accountants, Report of the Study on 
Establishment of Accounting 
Principles, Establishing Accounting 
Principles (1972).
Sprouse, R.T., “Accounting for What- 
You-May-Call-lts,” Journal of Ac­
countancy (August 1966), pp. 45-54
Submission of Manuscripts
Three copies of each manuscript 
should be submitted. Manuscripts 
should not be submitted elsewhere. 
Previously published materials should 
not be submitted.
Manuscripts should be sent to the 
Associate Editor, Manuscripts, as 
listed on the table of contents of each 
issue.
All persons submitting manuscripts 
will receive a letter of acknowledge­
ment. Manuscripts are blind refereed 
and the process takes one to two 
months. Acceptance rate is approx­
imately thirty percent. Authors will be 
notified concerning acceptance, 
recommended revision or rejection of 
their manuscript. The author(s) of an 
accepted manuscript wil be asked to 
sign a “permission to publish” form.
The author(s) should include a brief 
biographical sketch (60 words or less) 
in paragraph form. See any issue for 
format. And, please, include your com­
plete address and telephone number.
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Looking Back
The Woman CPA is pleased to publish 
an invited history by Pearl A. Scherer, 
one of the first woman pioneers in the 
accounting profession. We believe you 
will find her story fascinating to read.
By Pearl A. Scherer
“You’ve come a long way, sister!” 
All the way from disenfranchised chat­
tel to self-controlled citizen of these 
United States! And all within my 
lifetime!
When Lincoln freed the slaves, it 
was only the men he freed. A woman, 
regardless of color, was still con­
sidered flighty, foolish, and unable to 
control her property, her children, or 
her destiny. These responsibilities 
were given first, to fathers, then to 
husbands. In the 1920s men finally 
granted women the right to vote, and 
many a husband and father 
discovered, for the first time, that his 
“little woman” had a mind and will of 
her own.
In the 1940s World War II brought 
great changes to our land. The men 
were off to war, and women suddenly 
gained the ability to not only balance 
their own checkbook, but to run 
businesses, factories, and do all kinds 
of men’s jobs. For several years, 
American women not only kept the 
“home fires” burning, but those of in­
dustry, the market place, and the finan­
cial empires; and also helped to put out 
the fires in volunteer fire companies, 
police forces and “black-out warden” 
brigades.
After the War, men were slow to 
realize that the statement, “woman’s 
place is in the home,” had ceased to 
be true; that women who had moved 
into factories, offices and businesses 
to replace soldiers would not consent 
to go back quietly to being 
housewives, clerks and subordinates. 
The professions were able to maintain 
their traditional male status much 
longer than business in general: first, 
because entry into the professions re­
quired special educational courses, 
not usually open to women; and se­
cond, because professional members 
presented a solid front discouraging 
women’s early attempts to gain entry. 
A lot of this “adverse climate” was due 
to people, both male and female, who 
had no axe to grind, but simply went 
along with the accepted dogma of the 
time. In this category I place the col­
lege counselors who advised me that 
there was “no place in accounting” for 
women, thus turning all female ap­
plicants into bookkeepers rather than 
accountants. Also, years later, the 
wives of CPAs who, upon meeting me 
at professional gatherings, invariably 
enquired, “Whose wife are you?,” giv­
ing the impression that such a creature 
as a female CPA did not exist.
When I, along with a host of other 
wives and mothers, went into the 
workplace during World War II, I 
started as a clerk with the Corps of 
Engineers, a department of the Army. 
I worked my way up through the ac­
counting department, finally being 
placed in charge of the first computer 
installation on the West Coast, and 
becoming one of the very few women 
of that day to receive the coveted Civil 
Service title of “Administrative Assis­
tant.” At the cessation of hostilities in 
the Pacific, I was sent to the Philippine 
Islands as Chief Accountant, charged 
with the responsibility of accounting for 
the reclamation of all equipment and 
supplies returned from the battle 
zones. This was a challenging and ex­
citing job: supervising the accounting 
for five widely-scattered storage 
depots; working with a Philippine crew, 
only one of whom spoke English; and 
working under primitive and often 
dangerous conditions arising from the 
state of civil war then in progress in the 
Islands. For instance, I had my own 
jeep for visiting the various depots, but 
I had to pick up an armed guard to ac­
company me every time I left the main 
base. The arms and medical supplies 
stored in these depots were one of the 
prime targets of the insurgents and we 
were often under armed attack.
In 1948 my husband (an engineer 
with the Corps) and I were transferred 
to Fairbanks, Alaska where the Corps 
was building military bases. There I 
headed the accounting department, 
annually handling millions of dollars 
worth of construction contracts. I soon 
realized that I needed to qualify for the 
CPA certificate to move up in position, 
so I started taking CPA coaching 
courses at night. At that time Alaska 
required two years experience in 
public accounting to qualify for the cer­
tificate, so I offered my services to the 
only CPA firm in Fairbanks. By using 
all my skill as a negotiator, and taking 
a big cut in pay, I went to work in public 
accounting, the only female in an all­
male office.
College counselors advised 
me there was “no place in 
accounting’’ for women.
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When I applied to sit for the CPA ex­
amination the State Board assumed I 
was a man, in spite of my given name 
of “Pearl.” And, since the examination 
was only given in Anchorage, three 
hundred miles away, the Board 
members did not know me. But, when 
I passed, they learned the truth. The 
Board held up my certificate for six 
months, trying to find some legitimate
In the Philippines my 
responsibility was accoun­
ting for the reclamation of 
equipment returned from 
the battle zones.
way to avoid certifying the first woman 
CPA in the Territory. Alaska became 
the 49th state some four years later. 
However my boss and a few other CPA 
friends convinced the Board to grant 
my certificate, No. 39, in 1955.
After I was officially certified, my 
former boss and I formed a partner­
ship, and continued to practice public 
accounting for the next ten years. I had 
no difficulty being accepted by our 
clients who were scattered over the en­
tire state, and included cities, public 
utilities, various school districts and 
commercial enterprises. In those days 
I, along with most other accountants, 
did the entire accounting job: con­
sulting on incorporating new 
businesses, setting up the accounting 
system, auditing and tax work. 
Because of my prior government ex­
perience with computers, I also 
assisted in installing the first computer 
system in Alaska. Travel was by air, 
and we flew thousands of miles each 
year in both small private planes and 
large commercial airlines.
After receiving my certificate, I im­
mediately joined the American Institute 
of CPAs. I also received an invitation 
to join the American Woman’s Socie­
ty of CPAs, which I accepted. In 1956, 
and for many subsequent years, I at­
tended the annual meeting of 
AWSCPA, which was then held in the 
same locality and immediately 
preceding the AICPA annual meeting. 
I met many of the real “pioneers” of 
women in accounting, made life-long 
friendships, and received great en­
couragement in pursuing my “lonely” 
career.
I had little difficulty being accepted 
by the majority of practicing CPAs, so 
when a group of CPAs met to consider 
forming the Alaska Society of CPAs, 
shortly after I received my certificate, 
one woman was included — me. Later 
my partner was elected the charter 
president, and I, the charter secretary. 
And, until the time I left Alaska, I re­
mained the only woman member of 
that organization.
In 1959 I was elected vice president 
of the Alaska Society and was asked 
to participate in the Washington State 
Society Annual Meeting as a speaker. 
At that meeting I was informed by a 
representative of the AICPA that I 
would “never” be admitted to the 
Governing Council of that body, which 
had always been 100 percent male. 
The following year, as president of the 
Alaska Society, I attended the AICPA 
annual meeting and was urged by the 
other women CPAs to attend the 
Council meeting, of which my 
presidency automatically made me a 
member, to find out the reaction. So, 
with fear and trembling, I entered the 
Council meeting chamber at the ap­
pointed hour — one woman among 
five hundred men. The AICPA presi­
dent was most gracious, publicly 
welcoming me to the Council as the 
very first woman member, and em­
phasizing that he welcomed the shat­
tering of that 50-year-plus custom. 
However, the row of seats in which I 
had chosen to sit remained complete­
ly empty for the balance of the 
meeting.
The same year the Internal Revenue 
Service opened a district office in An­
chorage. As the Alaska Society presi­
dent I was invited to appear on televi­
sion with the District Director and 
welcome the IRS to the State. I subse­
quently became good friends with the 
Director and was offered an “ex­
cellent” job with the Service, but not 
as an auditor “because the Service 
restricted the audit division to males 
only.” Understandably, I was not 
interested.
Some years later I was appointed a 
member of the Alaska State Board of 
Accountancy (another first for a 
woman) and was serving as president 
of that Board at the time I left Alaska 
in 1965. As president, it was my very 
great pleasure to sign the certificate 
granted the second woman CPA cer­
tified by the State of Alaska.
Both my partner and I taught ad­
vanced accounting courses, including 
CPA coaching, at the University of 
Alaska for several years on a part-time 
basis. In connection with these 
classes, we started an internship pro­
gram in our firm and were gratified to 
have several members receive their 
CPA certificates.
In 1964 my partner suffered a fatal 
heart attack, so I carried on the firm as 
a sole proprietorship. Then in late 1965 
my husband had a severe stroke and 
the doctors forbade his ever returning 
to the severe Alaskan climate. I sold 
my practice to a national firm, sold our 
home, and left the North for sunny 
California. We settled in Orange Coun­
ty where I opened an office and prac­
ticed public accounting until my retire­
ment in 1979. Since my husband re­
mained an invalid, I was unable to 
become very active in the accounting 
fraternity of California, but I did take an 
active role in the Orange County 
Chapter of ASWA, and served 
AWSCPA in various ways, including 
one term as Director.
Looking back over fifty years in the 
business world, I have to admit that I 
was a “pioneer” — the number of 
“firsts” I’ve mentioned attest to that — 
but at the time I was a certified public 
accountant and a woman, trying to do 
the best job of which I was capable. 
Those two terms, “woman” and 
“CPA” are not mutually exclusive and 
my experience has proven that a 
woman can be equally as good as a 
man in accounting. But, to be able to 
look back on a satisfying life, I think we 
must remember to be ourselves: 
women, who happen to be Certified 
Public Accountants, working for the 
betterment of our families, which 
women have done for thousands of 
years. Ω
In 1960 as president of the 
Alaska Society of CPAs, I 
became the first woman 
member of the AICPA 
Council.
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Editor:




by Gloria L. Gaylord and Glenda E. 
Ried, Dow Jones-Irwin, 1984, 
Homewood, Illinois, Paperback, 108 
pp., $9.95
Careers in Accounting is an ex­
cellent guideline for high school and 
college students who are preparing for 
their careers in accounting. It 
thoroughly reviews the opportunities 
available in the accounting field and 
presents a concise plan to achieve 
success as an accountant.
Opportunities that exist in the ac­
counting field extend to public 
accounting, corporate accounting, 
government accounting and teaching. 
Each of these areas possess unique 
features that make them attractive; 
features such as prestige, indepen­
dence and diversity of duties.
A step by step plan is introduced for 
students to follow in developing their 
accounting careers. The student must 
choose a learning institution and con­
sider how to finance the education. 
Also, participating in activities and 
organizations is an integral part of the 
college education and the preparation 
of a career.
Students are directed in writing a 
resume and in using the placement 
services made available by colleges. 
Advice is given on interviewing as well 
as appearance. Also, a special section 
is devoted to keeping the job once it 
has been chosen. This section 
prepares the student for what to expect 
when he/she begins to practice in that 
particular area of accounting.
This book could be very useful in the 
hands of high school counselors, col­
lege advisors and placement services. 
Even practicing accountants should be 
aware of this publication as, often, 
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students will seek the advice from the 
professional. Students will find this 
book brief, informative, precise and 




by Dr. William Ouchi, Addison- 
Wesley Publishing Company, 
Reading, Mass., 1981, 229 pp., Hard­
back, $12.95; Paperback, Avon Books, 
New York, $3.95.
At a time when Japanese productivi­
ty is the highest in the world, and pro­
ductivity in the United States has 
declined, there is clearly a great deal 
we can, and should, learn from the 
Japanese. Since the cultures of the 
two nations differ so widely, most 
Americans assume that techniques 
used by Japanese business will not 
apply to our work situations. Dr. Ouchi, 
in his fascinating book, Theory Z, 
thinks differently. His book outlines ex­
actly why he adopted this viewpoint 
and reinforces his theory by giving 
several examples of successful 
American companies who are utilizing 
theory Z management techniques.
Why has Japanese productivity 
leaped so far ahead? Dr. Ouchi 
believes it is because of the adoption 
of ”Z” style philosophy of manage­
ment practices: i.e., participative deci­
sion making, involvement of workers at 
every level of the workforce in long- 
range planning, sharing the economic 
risk, lifetime employment. This 
management philosophy contrasts 
sharply with the traditional American 
style of managing, (”A” style) where 
decisions are made by a few key peo­
ple and handed down through 
bureaucratic layers of hierarchy to the 
lowest levels of employment, and 
where only stockholders assume the 
economic risk.
Tradition and climate make up a 
company’s culture. Moreover, cor­
porate culture implies a company’s 
value. The Z culture has a distinct set 
of such values: trust, long term 
employment, and close personal rela­
tionships. All areas of a Z Company 
are touched by this culture. Of all it 
values, commitment to its workers is 
most important and type Z organiza­
tions succeed largely because its 
culture offers employees stable social 
settings in which they draw support 
and build the other parts of their lives. 
This ’’industrial clan” atmosphere is a 
positive force for strengthening and 
developing other societal bonds; 
hence, by contrast, balancing social 
relationships with productivity. Increas­
ed productivity does not come through 
harder work, but rather it is a problem 
of social organization to be worked out 
through individual cooperation, motiva­
tion and team work.
According to theory Z, a supervisor 
knows his subordinates, pinpointing 
differences in work habits and per­
sonalities, strengths, and weaknesses, 
who works well with whom, and he can 
put together a team for maximum work 
load effectiveness. ”A” style is not 
conducive to the development of this 
type of foreman/worker relationship 
because of union rules, systems of 
seniority and autocratic decision mak­
ing. Hence, productivity suffers.
In the Japanese workplace, intimacy 
is the way of life. Z people have uni­
que ways of working together, where 
trust and intimacy are the cornerstones 
of the culture, both in the workplace 
and out of the business setting.
Dr. Ouchi introduces at this point in 
his book, MANAGEMENT BY WALK­
ING AROUND — MBWA!
MBWA conveys the necessity of 
hands-on participative management. 
This approach gives management the 
feeling for the flesh and blood of the 
rank and file worker. It is supposed to 
be a humbling experience, giving 
managers exposure to and a chance 
for practice managing in a variety of 
situations with a variety of types of 
people.
This kind of corporate culture 
develops only with time, and interjects 
the lifetime employment characteristic 
central to theory Z management. Once 
hired, an employee is customarily re­
tained in the corporation until man­
datory retirement at age 55. 
Employees are seldom terminated for 
anything less than major criminal of­
fense. Termination is harsh punish­
ment; the terminated employee has 
almost no hope of finding employment 
in a comparable position.
Lifetime employment, while cultural­
ly and socially acceptable in the 
Japanese life style, could not be 
duplicated in our present American 
system. Why? For several reasons, but 
principally because Japanese workers 
share the economic risk. A large share 
of the worker’s paycheck in Japan is 
in the form of a bonus. They all receive 
the same fraction of their salary not 
contingent on individual performance, 
but on the firm’s success. This method 
of payment shifts some of the risks of 
doing business from shareholders to 
employees who suffer along with the 
owners in bad years and prosper in the 
good ones. These bonuses motivate 
the workers to feel a part of the firm. 
Trust, loyalty and commitment are thus 
built into the structure.
The Japanese approach to promo­
tion possibilities is not acceptable to 
American workers with their focus on 
individualism. Individuals are part of 
work groups, and as such are 
evaluated on the performance of such 
groups. Experts in the field of social 
behavior who have conducted 
research on group or communal life­
styles show these group memberships 
influence attitudes, behavior and 
motivation more than any social 
phenomenon. We do care what others 
think!
Both the Japanese and the 
American approach to career develop­
ment have succeeded. Both have 
strengths and weaknesses. The 
American style has its strength in the 
capacity to organize specialized 
workers into a mighty industrialized 
workforce, but American industry must 
now, somehow, find a way to train 
workers for highly specialized 
technological skills without the penal­
ty of lower job mobility.
How can theory Z management 
work in the United States? The author 
carries us through thirteen distinct and 
necessary steps, not always in order. 
One has made a beginning when one 
thoroughly understands theory A and 
the processes by which A is converted 
to Z. (Thirteen steps). Z will work only 
(even in Japan) if it permeates the 
organization from top to bottom. The 
Z philosophy humanizes the workplace 
and results in the increased productivi­
ty we see in the Japanese factories.
Many U.S. corporations have 
studied Z, and a few have made at­
tempts to move from A to Z. The more 
notable successes are detailed in the 
book in Appendix I. Will it work in U.S. 
factories? Most sociologists and 
economists (including Dr. Ouchi) in­
dicate a resounding NO! But from our 
A and their Z and a few QC’s or QCC’s 
(quality control circles) who knows 
what may happen!
Packed into these 229 pages of text 
are more theory, contrast, corporate 
philosophy and culture, comparisons 
of societal lifestyle and productivity 
than one can absorb in a few hours 
reading time. This is not a book to 
solve our productivity or societal pro­
blems, but rather, one that will 
generate controversy and conversa­
tion for years to come. A must read for 
the business executive or professional 
in the business world.
Jonabelle Carter
Treasurer/Controller
Hicks & Associates, Atlanta
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President’s Flat Tax 
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couples with medium range incomes 
($30,000) who itemize their deduc­
tions. When one spouse in this group 
earns over 15.5 percent of the com­
bined income, there is a tax increase 
instead of the tax cuts experienced by 
the other groups studied. For any ma­
jor change to the current tax system, 
it is inevitable that some groups must 
experience tax increases. Still, it would 
seem that any major change in the pre­
sent tax system should consider the 
elimination of the marriage penalty so 
that the total taxes paid by a couple 
would not depend upon their marital 
status. Ω
NOTES
1This calculation was based on the assump­
tion that both workers put $2,000 into an IRA 
account.
2The assumption here is that each person 
claims one exemption for a child.
3Treasury Department Report to the President, 
Tax Reform for Fairness, Simplicity, and 
Economic Growth — General Explanation of the 
Treasury Department Proposals, (Commerce 
Clearing House, 1984), p. 20.
4lf A & B married, their combined taxable in­
come would be $85,800 ($84,000 plus lost zero 
bracket amount of $1,800). Their taxable income 
in excess of 70,000 would be taxed at 35% in­
stead of 25%. So they would pay an additional 
$1,580 in tax ($15,800 x .10).
5Strefeler, John M„ “The Tax Penalty on Mar­
riage,” The Woman CPA. October, 1982, pp. 
5-10.
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“It’s easy to make good decisions when there are no bad options.” 
Robert Half on Hiring by Robert Half (Crown)
How to be 
more successful 
in your financial 
and edp hiring.
Using a specialist will increase your success in hiring 
accounting, financial and edp personnel—and using 
Robert Half, the most experienced personnel specialist, 
will increase your chance of success even more. Here’s 
why:
• You’ll be getting highly personalized service from 
professionals who understand your financial and 
edp needs.
• You won’t waste time with unqualified candidates. 
(We’d prefer not to fill the job, rather than refer 
someone who doesn’t fit.)
• You’ll have the advantage of the resources of the largest 
organization in the financial and data processing 
personnel field, with offices on three continents.
• You pay nothing unless we fill the job. And, we back 
each and every placement with a liberal guarantee.
Next time you’re looking for an accountant, financial 
or edp professional, call your nearest Robert Half office. 
You’ll be glad you did.
ROBERT 
HALF 
accounting, financial and edp 
personnel specialists.
©1985 Robert Half International Inc. All offices independently owned and operated.
